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THURSDAY, MARCH 24, 1955 


UNIrep STATES SENATE, 
ComMiITrer ON Lapor AND Pusiic WELFARE, 
SUBCOMMITTEE ON WELFARE AND Pension Funps, 
Washington, D.C. 

The sutxrommittee met, pursuant to call, at 10:20 a. m., in room 
P-63, United States ¢ ‘apitol, § Senator Paul H. Douglas (chairman) 
presiding. 

Present : Sen: itors Douglas, Ives, and Allott. 

Also present: William A. Leece, chief counsel and staff director. 

Senator Doveias. The committee will come to order. 

The first case that we are going to hear is that of the Pointers, 
Cleaners, and Caulkers, Local 52, of Chicago, the welfare fund of that 
union. 

Our first witness is Mr. William J. Miller, who was a former staff 
member and who was in charge of the investigation in Chicago on 
welfare and pension funds. I am going to ask Mr. Miller if-he will 
step forward and testify. 

Mr. Miller, will you raise your right hand? Do you solemnly 
swear that the evidence which you are about to give will be the truth, 
the whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF WILLIAM J. MILLER, WESTERN SPRINGS, ILL. 


Mr. Miuuer. I do. 

Senator Doverias. Will you give your name and address for the 
record ? 

Mr. Mitier. William J. Miller, Western Springs, Ill. 

Senator Doue.as. You were in charge of the investigation of the 
Pointers, Cleaners, and Caulkers, Local 52, welfare fund 

Mr. Miter. Yes, sir. 

Senator Dovatas. I am going to ask Mr. Leece, the chief counsel. 
to conduct the cross-examination. 

Mr. Lerce. Mr. Chairman, before proceeding with this first wit- 
ness, [ would like, with your permission, sir, to move for admission 
into the record a copy of Senate Resolution 225, Senate Resolution 
270, and Senate Resolution 40, which authorized the investigation. 

Senator Douc.as. That will be done. 

I think there should also be inserted in the record a letter from 
the chairman of the Committee on Labor and Public Welfare under 


date of February 1, appointing this subcommittee to deal with this 
matter. 


221 
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(The documents referred to follow :) 


UnNitren STaATKR SENATE, 
ComMMITTEH ON LAnon AND Puntic Wreirann, 
February 1, 1955. 
Mr. Srewarr BF. McoCiune, 
Slalff Director, Senate Committee on Labor and Public Welfare, 
Washington, D.C, 


Dean Mn MeCrione: Pursuant to the action of the Committee on Labor and 
Public Welfare on January 24, 1955, authorizing an investigation of employee 
welfare and pension plans and funds subject to collective bargaining, I hereby 
appoint the following Subcommittee To Investigate Employee Welfare Funds 

Senator Paul H. Douglas, chairman, Senator James 1. Murray, Senator Mat 
thew M. Neely, Senator Irving M. Ives, Senator Gordon Allott 

Sincerely, 
lasven Hits, Chairman. 
[§. Res, 225, 88d Cong., 20 sens.) 
RESOLUTION 


Resolved, That the Committee on Labor and Public Welfare, or any duly 
nuthorized subcommittee thereof, is authorized and directed to make a full and 
complete study and investigation with respect to the establishment and oper 
ation of employee welfare and pension funds under collective-bargaining agree 
ments, for the purpose of ascertaining whether legislation is necessary for the 
conservation of such funds and the protection of the interests of the beneficiaries 
thereof, The committee shall report its findings, together with such recom 
mendations as it may deem advisable, to the Senate at the earliest practicable 
date but not later than January 31, 1955 

See, 2. For the purposes of this resolution, the committee, or any duly au 
thorized subcommittee thereof, is authorized to employ upon a temporary basis 
such technical, clerical, and other assistants as it deems advisable. The ex 
penses of the committee under this resolution, which shall not exceed $75,000, 
ahall be pald from the contingent fund of the Senate upon vouchers approved 
by the chairman of the committee, 


[8. Res. 270, 88d Cong., 2d sens 
RESOLUTION 


Resolved, That 8S. Res, 225, Kighty-third Congress, agreed to April 28, 10%4 
(authorizing an investigation of employee welfare and pension funds), is amended 
(1) by deleting “funds under collective-bargaining agreements” in the first 
sentence of the first section and inserting in lien thereof “plans and funds sub 
Ject to collective-bargaining,” and (2) by deleting “S$75,000" in section 2 and 
inserting in lieu thereof “$125,150.” 


[S. Rea, 40, 84th Cong., lat seas.) 


RESOLUTION 


Resolved, That the authority of the Committee on Labor and Public Welfare 
under S. Res, 225, Kighty-third Congress, agreed to April 28, 1954, as amended 
(authorizing an investigation of employee welfare and pension plans and funds 
subject to collective bargaining), and the time for reporting the results of its 
atudy and investigation thereto is hereby extended through January 31, 1956. 

Seo. 2. For the purpose of carrying out its duties under such resolution, the 
committee, or any duly authorized subcommittee thereof, is authorized to ex 
pend from the contingent fund of the Senate, upon vouchers approved by the 
chairman of the committee, the sum of $150,000, in addition to any sums here- 
tofore authorized for such purpose. 


Senator Dovanias. These documents establish the legality of the pro- 
ceeding and the authority of the subcommittee. 
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Mr. Leece. | think the record should also show that the witnesses 
appearing today are here in response to a subpena issued by the chair 
man after receiving authority from the subcommittee. 

I think it also should be said that by a majority vote of the subcom 
mittee, the presence of two members constitutes a quorum, 

Mr. Miller, you were employed as a member of the staff of this sub 
committee for a period of several months in the latter part of 1054¢ 

Mr. Mitien. Yes, sir. 

Mr. Leece. During what period, sir? 

Mr. Minuer. From September 3 until January 14. 

Mr. Leece. And you are an accountant by profession ¢ 

Mr. Miter. Yes. 

Mr. Leece. In the course of your investigative activities, did you 
have oceasion to conduct an investigation into the establishment and 
operation of the welfare fund of Local 52, Pointers, Cleaners, and 
Caulkers in Chicago ¢ 

Mr. Miter. Yes, | did. 

Mr. Leecr. In the course of that investigation, did you make a re 
quest for certain books, records, accounts, of the welfare fund spon 
sored by that local and members of an employer association with whom 
that local deals ¢ 

Mr. Minier. Yes. 

Mr. Leece. Were those records made avatlable to you, Mr. Miller? 

Mr. Mitirr. No, they were not. 

Mr. Leece. What action did you take to secure the records / 

Mr. Miner. | served a subpena upon Mr. Kdward J. Gallagher on 
December 7, 1954. 

Mr. Leece. Who is Mr. Gallagher? 

Mr. Mins.er. He is the president of Local 52 of the Pointers, Clean 
ers, and Caulkers. 

Mr. Leece. Was any response made to that subpena ¢ 

Mr. Miner. His attorney advised that he did not feel that Mr. 
Gallagher should respond to it. 

Mr. Leece. You did, however, make such investigation as was po 
sible, under the circumstances ¢ 

Mr. Minuer. Yes. 

Mr. Leece, Will you acquaint the committee generally with what 
your findings were concerning the operation of that welfare fund ¢ 

Mr. Miter. | found that the welfare fund was established on 
October 24, 1950, and that contributions were received from employers 
at the rate of 714 cents per hour. 

‘These contributions were sent toa Mr. Charles Vokoun, at 30 North 
La Salle Street, Chicago, and those moneys were deposited in an 
account with the Mercantile National Bank of Chicago. 

Mr. Leecr. Who is Mr. Vokoun? 

Mr. Miturr. Well, he is an agent and he represents the union in the 
collection of the welfare funds and accounting for the collections, 

Mr. Lerce. The collections from the employers 4 

Mr. Minter. Yes, from the employers. 

Mr. Leece. And then what disposition does he make of those funds? 

Mr. Minier. He deposits them in the Mercantile National Bank of 
Chicago. 

Mr. Leecr. Does he also pay benefit claims? 
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Mr. Mitzer. I was unable to find that any benefit claims had been 
paid from that account whatever, with the possible exception of $1,100 
that I couldn’t account for. 

Mr. Lerce. But those moneys then are contributions made by em- 
ployers? 

Mr. Miuuier. That is right. 

Mr. Leece. For whom members of local 52 work? 

Mr. Miuuer. That is right. 

Mr. Leece. And the contributions are made at the rate of 714 cents 
per hour per worker? 

Mr. Mixer. Yes. 

Mr. Leece. They are sent by members of the association to Mr. 
Vokoun and deposited to an account in the Mercantile National Bank ? 

Mr. Mruuer. Yes. 

Mr. Leece. And under what name is that account maintained ? 

Mr. Miter. Pointers, Cleaners, and Caulkers welfare fund. 

Mr. Leecre. Are any other contributions made toward a welfare 
fund or fund of any kind on behalf of members of local 52? 

Mr. Mitzer. Another fund is maintained, known as the fund, and 


contributions to that account are made by the members at the rate of 
F . 
v9 cents. 


Mr. Leecr. When you say members, you mean members of the 
union ? 

Mr. Miuuer. Members of the union, the employees. 

Contributions are made at the rate of 5 cents per hour. 

Mr. Lerce. How is that handled by the employers? 

Mr. Mitier. Those contributions are sent direct to the union office, 
local 52, at 908 West Monroe. 

Mr. Lerce. Each employer then deducts 5 cents an hour from the 
wages of the employee and sends that in the form of a check to the 
local union headquarters ? 

Mr. Miuirr. Yes. 

Mr. Leece. Now, what disposition does the union make of those 
funds ? 

Mr. Miter. Those funds are deposited in an account known as the 
Pointers, Cleaners, and Caulkers fund account with the Mercantile 
National Bank of Chicago. 

Mr. Leece. So that both accounts are in the Mercantile National 
Bank of Chicago? 

Mr. Mixer. That is right. 

Mr. Lerce. Now, does that bank maintain any other accounts for 
local 52? 

Mr. Miizer. It maintains the account with the union, the local’s 
account. 

Mr. Leece. As I understand it, Mr. Miller, you were able to con- 
duct an investigation into the financial transactions concerning the 
welfare fund account and the fund account, as maintained by the Mer- 
cantile National Bank ? 

Mr. Mitter. Yes. I examined the accounts in those banks. 

Mr. Lercer. Let us deal first of all with the traffic in the welfare 
fund account. Will you acquaint the committee generally, sir, with 
the transactions in the welfare fund account from the time that it was 
initiated late in 1950, as I understand it ? 
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Mr. Muzer. Yes. That account was opened October 24, 1950, and 
I examined all the transactions between that date and November 30, 
1954. 

Mr. Leece. What were the total credits to that account ¢ 

Mr. Miter. The total deposits in that account during that period 
amounted to $213,381.97. 

Mr. Lexce. Who was authorized to write or to authorize disburse- 
ments from that account ? 

Mr. Mitier. Mr. Edward J. Gallagher. 

Mr. Leece. Mr. Edward J. Gallagher is the gentleman you referred 
to as president of local 52% 

Mr. Miuier. Yes. 

Mr. Leece. He can write against that account on his own signature ¢ 

Mr. Mier. Yes. 

Mr. Leece. Now, will you tell the committee, Mr. Miller, what the 
general experience of that account has been since October of 1950? 

Mr. Miuuer. The first charge against. that account was in February 
1952. 

Mr. Leece. Were there any transactions prior to February 1952? 

Mr. Miuuer. February 1952 is the first charge against that account, 
in the amount of $9,000. 

Mr. Lerce. In other words, there had been deposits in that account 
from October 24, 1950, until February 1952, bedews any withdrawals 
were made? 

Senator Doveias. To whom was that check made? 

Mr. Mitter. That was a transfer to the fund account—the trans- 
fer from the welfare fund to the fund account. 

Mr. Lerece. Now, the fund account was the moneys deposited after 
collection from salary deductions of 5 cents an hour ? 

Mr. Miter. Yes. 

Mr. Lerece. From members of the union ? 

Mr. Mitier. Yes. 

Senator Atxiorr. That is what has been referred to as the defense 
account ? 

Mr. Miuuier. Yes. 

Shall I proceed ? 

Mr. Lerce. Yes. 

Mr. Murer. The largest amounts that I noted in that account was 
on October 30, 1952, when the balance was $83,294.61, and it gradually 
went down until November 30, 1954, when the balance was $7,339.23. 

Senator Douatas. In other words, $206,000 has been checked out 
of the welfare fund? 

Mr. Mituier. Yes, sir. 

Senator Doucias. Now, where did these checks go? 

Mr. Miuzier. There was an amount of $120,000 that was transferred 
from the welfare fund to the union’s account. 

Senator Dovenas. To the union account ? 

Mr. Miniter. The union account—Local No. 52 of the Pointers, 
Cleaners and Caulkers. 

There was $85,000 transferred to the fund account. There was 
an amount of $1,019, and an amount of $23.74 charged to this account 
that I could not identify. 

Senator Dove.as. Are you saying that no money out of the welfare 
fund was paid for welfare? 
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Mr. Mitzer. I say that there was no money paid out of that account 
with the possible exception of this approximately $1,100 that I can- 
not identify. 

Senator Doveras. Virtually all of it either was turned over to the 
union account or to the so-called fund account ¢ 

Mr. Miter. Yes, sir. 

Senator Ives. Do you know what happened to it when it got into 
the union account ? 

Mr. Mituer. No, sir; I do not. 

Senator ALLorr. What was that figure again on the union account? 

Mr. Miuier. $120,000. Actually, there was $125,000 transferred to 
the union account, and, on the same date that one of those transfers 
took place, there was a transfer of $5,000 back to the welfare fund. 
So I have used the net figure of $120,000. 

Senator Dovaias. Do you have any record of what happened to the 
$85,000 which was transferred to the fund ? 

Mr. Mituer. No, only in a general fashion. ‘That was transferred 
into the fund account, and I attempted to account for all of the money 
that was transferred to the fund account. 

Senator Douenas. All right, Mr. Leece. 

Mr. Lerce. As I understand it, then, Mr. Miller, the only transac- 
tions flowing in or out of this welfare fund account were the contribu- 
tions into the fund and the transfers out, either to the fund account or 
the union account 4 

Mr. Mituer. Yes. 

Mr. Leece. With the exception of this thousand dollar figure that 
you mentioned earlier ¢ 

Mr. Mruuer. That is right. 

Mr. Leece. Did you examine the bank records relating to the fund 
account ¢ 

Mr. Mruxer. Yes; I did. 

Mr. Leece. Will you state generally what that was? 

Mr. Mitier. That account was opened on December 5, 1949, with a 
transfer from the local 52 account of $9,327.30. Between December 5, 
1949, and November 30, 1954, there were deposits in the fund account 
of $152,681.16, which appeared to be the 5 cents per hour collected from 
employees. 

There were transfers to this account of $85,000 from the welfare 
fund, this same $85,000 that I referred toa moment ago. In all, there 
were deposits of $227,008.46 in this account, plus a few items that I 
could not determine in August 1953 because the bank records were 
defective. 

So in all, there was $227,008.46 deposited in this account, and on 
November 30, 1954, there was a balance of $5,909.85. 

Senator Dovae.as. So that approximately $222,000 was checked out 
from this account ? 

Mr. Miuuer. Yes, sir 

Mr. Leecr. Who authorizes disbursements against this account ? 

Mr. Minter. Mr. Edward J. Gallagher and Mr. Ryan. 

Mr. Leece. Who is Mr. Ryan? 

Mr. Miiier. His name is John P. Ryan. I believe his title is sec- 
retary-treasurer of local 52. 

Mr. Lerce. Can you give us some idea as to the nature of the dis- 
bursements from this fund duri ing the period 1949 to 1954¢% 
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Mr. Mitier. During this period, there were checks in even amounts 
ranging from $500 eac ch to $10,000 each, a total amount of $156,500, 

There were ‘other checks in odd amounts in the total amount of 
$85,198.61, leaving a balance of $5,509.85 on November 30, 1954. 

Senator Doveias. Do you mow to whom the checks were made out / 

Mr. Mituer. No: I do not. I did not have access to the union 
records, and I did not see the checks. 

Senator Doucgias. Why didn’t you have access to them ¢ 

Mr. Mituer. Well, I served a subpena upon Mr. Gallagher and he 
declined to produce the books and records. 

Senator Douveias. You asked Mr. Gallagher to produce the checks 
and the union records ? 

Mr. Mitxer. Yes. 

Senator Doueias. He refused ? 

Mr. Mituer. Not the union records. ‘The welfare fund and the fund 
records. 

Senator Dova.as. And he refused ? 

Mr. Mitier. Yes, he did. 

Senator Atitorr. Did he refuse to you, personally ? 

Mr. Minier. [ subpenaed him in the presence of his attorney, in his 
attorney’s office. 

Senator Atxorr. Who is that attorney ¢ 

Mr. Miuier. His attorney was Mr. Nathan Cohen, and at that 
time, Mr. Cohen advised that he would have to give this a little 
thought, and as I recall, he called me at my home one evening and told 
me that he felt that he could not permit his client to produce the 
records. 

Senator Dovuetas. Isn’t the subpena binding? 

Mr. Mitier. Well, I would think so, but I had no power to enforce 
it. It wasa forthwith subpena. Mr. Cohen advised that he could not 
permit his client to produce the records under such a subpena as that, 
and that before the records would be produced, they would have to 
appear before the committee. 

Senator AtLtorr. May I suggest that if that has not already been 
done, that the subpena be filed with the committee and made a part 
of the record. 

When did it ask for them ? 

Mr. Mitier. On October 22. 

Senator Dovenas. Do you have a copy of that? 

Mr. Miuuer. I don’t have one personally. 

Senator Dovenas. It is in our files, I am told, and it will be made a 
part of the record at this point. 

Senator Atvorr. The return, also. 

(‘The document referred to was marked “Exhibit 1” 


Exuisir 1 
UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Epwarp J. GALLAGHER, Business Representative, Pointers, Cleaners, and Caulk- 
ers Union, Local No. 52, 908 West Monroe Street, Chicago, Ill., Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Subcommittee on Welfare and Pension Funds, of the Committee on Labor and 
Public Welfare of the Senate of the United States, forthwith and then and there 
produce the following : 
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Items as described in the list attached hereto. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To William J. Miller to serve and return. 

Given under my hand, by order of the committee, this 6th day of December, 
in the year of our Lord one thousand nine hundred and fifty-four. 


: I. M. IvEs, 
Chairman, Subcommittee on Welfare and Pension Funds of the Senate 
Committee on Labor and Public Welfare. 
DECEMBER 7, 1954. 
I made service of the within subpena by delivery to the within-named Edward 
J. Gallagher, at room 1045, 209 South LaSalle Street, Chicago, Ill., at 3: 30 p. m., 
on the 7th day of December 1954. 


W. J. MILLER. 
EDWARD J. GALLAGHER 
Subpena : 

1. Record of all cash received by Pointers, Cleaners, and Caulkers fund during 
the period January 1, 1950, to November 30, 1954. 

2. All reports received from employers reflecting deduction from wages at 5 
cents per hour per employee members during the period from January 1, 1950, to 
November 30, 1954. 

3. Record of all disbursements from the Pointers, Cleaners, and Caulkers fund 
during period January 1, 1950, to November 30, 1954. 

4. All canceled checks drawn on the account of Pointers, Cleaners, and Caulkers 
fund at the Mercantile National Bank, Chicago, Ill., during the period December 
5, 1949, to November 30, 1954. 

5. All records of claims filed with, claims paid or denied by, the Pointers, 
Cleaners, and Caulkers fund during the period December 5, 1949, to November 
30, 1954. 

Mr. Leece. As I understand it, then, Mr. Miller, the total deposits to 
this fund account were something over $200,000 ¢ 

Mr. Miuuer. $227,000. 

Mr. Leece. And of that total, something in the neighborhood of 
$136,000 was disbursed by check in amounts ranging from $500 to 
$10,0002 

Mr. Murr. That is right. 

Mr. Leece. As far as we know, those checks were written to cash? 

Mr. Mitier. Well, I saw two checks at the union office. They had 
a number of checks in their hands and they showed me two of them as 
representative checks. One, I believe, was for $6,000 and one was for 
$500. 

I believe those were the figures, and those were issued tocash. Those 
are the only two checks that I recall actually having seen. 

Senator Dove.as. Those were signed by Mr. Gallagher ? 

Mr. Mutter. Yes. 

Senator Doveias. Made out to cash? 

Mr. Mitier. Yes. 

Mr. Lercr. Now, the remainder, about $85,000, was made up of 
checks in varying amounts? 

Mr. Minier. That is right. The great number of checks were for 
$50 each, and then many checks for lesser amounts and for larger 
amounts, and in odd amounts. 

Mr. Leece. Was there any indication that some of these checks 
might have represented the payment of benefit claims to members of 
local 52? 

Mr. Mirier. I had been informed that the members received sick 
benefits of $50 a week, and when I noted a number of checks being 
charged to this account for $50, I assumed that they were benefit 
checks. 
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Mr. Leece. The other checks were in varying amounts which might 
have been used to pay administrative expense and other expenses of 
the fund? 

Mr. Mitirr. They could have been for any purpose. I have no 
knowledge of what they were for. 

Mr. Leece. Will you give the committee some idea of the number 
and amounts of checks written against this fund account? Was it 
opened in 1950? 

Mr. Mitier. December 5, 1949. I have this broken down by years, 
except that my first period is December 5, 1949, to December 31, 1951, 
and during that period, there were 2 checks for $5,000 each, 2 checks 
for $3,000 each, 1 for $2,500, 4 checks for $2,000 each, 1 check for 
$1,500, 2 checks for $1,200 each, 6 checks for $1,000 each, 1 check for 
$900, 3 checks for $600, and 16 checks for $500. 

In 1952, there were 3 checks for $6,000, 1 check for $5,000, 1 for 
$4,000, three for $3,000 each, 1 for $2,000, 1 for $1,700, 2 for $1,000 
each, and 4 for $500 each. 

In the year 1953, there was 1 check for $10,000, 2 checks for $5,000 
each, 1 check for $2,000, 1 check for $1,500, 3 checks for $1,000 each, 
4 checks for $600, and 11 checks for $500 each. 

In the year 1954, through November 30, there was 1 check for $1,500, 
3 checks for $1.000 each, 4 checks for $700 each, 3 checks for $600 
each, and 4 checks for $500 each. 

Mr. Leece. What was the balance in this fund as of the time that 
you examined it ? 

Mr. Muer. The balance in that fund on November 30 was $5,509.85. 

Mr. Leece. And what were the total receipts ? 

Mr. Muer. The total receipts, including the $9,300 transferred 
from the union account to open the account, amounted to $227,000. 

Senator Dovue.as. Let me = up one point. You got these figures 
from the bank? 

Mr. Mitier. From the bank statements. 

Senator Dovceias. From the bank statements, but you were not 
given access to the checkbooks ? 

Mr. Mitre. No, sir. 

Senator Dovenas. Checkbooks of the fund ? 

Mr. Miter. No, sir. 

Senator Dove.as. So therefore you were not able to see the stubs 
and to whom the checks were made out ? 

Mr. Murr. That is right, sir. 

Mr. Leece. And at the same time, what was the combined balance 
of both the welfare and the fund account, as of November 1954? 

Mr. Mitxer. $12,849.08. ; 

Mr. Leece. And what had been the total contributions or total 
deposits to both funds over the last 4 years ? 

Mr. MitiEr. The total net deposits were $355,390.43, plus $9,327.30 
from the local union account to open the fund account. 

Mr. Leece. And the benefit idee if, in fact, claims were paid, 
were probably contained in the disbursements, making up the $85,000 
total that was written against the fund account ? 

Mr. Mituier. Yes. I would like to correct a statement there. I 
am not sure that I gave the proper figure. The total deposits were 
$355,390.43, and that included the $9,300. 


62033—55—pt. 2———2 
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Senator Dovenas. Do you see any significance, Mr. Miller, in the 
fact that $85,000, approximately, was transferred from the welfare 
fund to the fund, and then approximately $85,000 in small denomina- 
tion checks were written on the fund ¢ 

Mr. Mitier. Well, I didn’t attempt to draw any conclusion from 
this, but I don’t know why they would pay claims out of the fund 
account, instead of paying them directly out of the welfare fund. 

I just don’t know why that would be done. I don’t know whether 
there was an attempt to transfer an equal amount to represent those 
claims and expenses. I just have no way of knowing, but they 
happen to be approximately the same. 

Senator Doueias. Senator Ives ? 

Senator Ives. No. I have no questions. 

Senator Dougias. Senator Allott ? 

Senator Atxorr. I have no questions. 

Senator Doveias. What were you told, Mr. Miller, as to the pur- 
pose of the fund account and who told you ? 

Mr. Miiuer. Well, Mr. Cohen told me the purpose of the fund 
account was to take care of unusual items such as hiring counsel for 
members who were in difficulty and furnishing bail and paying fines, 
and matters of that kind. 

Senator Doveras. Did he give you any other reasons or any other 
sources of expenditure from the fund, so-called ¢ 

Mr. Mitier. I don’t know whether he atttempted to distinguish be- 
tween the two, but it was his understanding—and I should say that 
Mr. Cohen was engaged at the time that I went into this case, or 
shortly after I went into this case—and I don’t think he was familar 
with all of the factors, but he indicated, of course, that certain 
moneys were paid for hospitals and other claims. I don’t believe 
he attempted to distinguish what funds they came from, and I am 
sure at that time he probably didn’t know, but he did mention, in 
addition to sick benefits and hospitalization, doctor bills and things 
like that, there were these other unusual items. 

Senator Dovenas. But he mentioned no other items besides those 
expenses paid from either the welfare fund or the fund ¢ 

Mr. Minier. Just those items that I have indicated. That is all I 
can recall, 

Senator AtLorr. Did Mr. Gallagher ever contact you at all after you 
served the subpena on him? 

Mr. Mituer. No, I don’t believe I have seen Mr. Gallagher since then. 

Senator ALLorr. Did he know where you were ¢ 

Mr. Mituer. Yes, I told him where our office was. Mr. Cohen knew 
where our oflice was. 

Senator ALLorr. At the time you served the subpena on him, you told 
him that? 

Mr. Mitxer. I don’t remember that I told him at that particular 
time, but he knew that we had an office at 610 South Canal Street in 
Chicago, and as a matter of fact, when I was arranging for serving a 
subpena, there was a question whether Mr. Cohen was going to bring 
him into our office at 610 or whether I was going to go to Mr. Cohen’s 
office, and the latter is what we did, but Mr. Gallagher knew we had 
an office; yes. 
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Senator DovGias. Did you ever raise any questions with him as to 
what had happened to these funds, to w hom the checks had been made, 
and so forth ¢ 

Mr. Mitier. No, Senator. 

I spent a considerable period of time, making various contacts with 
Mr. Gallagher, Mr. Vokoun, and Mr. Cohen, and it was not until 
December 22 and 23 that | actually had these figures here that [ am 
referring to now with reference to the charges against those accounts. 

Senator DovuGLas. You got those figures from the bank ¢ 

Mr. Miuuer. I got those from the bank, and that was just a short 
time prior to our closing the office and my terminating my connection 
with the committee 

Senator Doueias. When did you originally approach them ¢ 

Mr. Mixier. Well, the first contact was made in the latter part of 
September, when Mr, Leece and I called up the union office. 

Senator DovGias. So for 3 months you were trying to get informa 
tion and did not succeed. Finally, you had to go to the bank and 
get the bank records ¢ 

Mr. Mitier. That is right. 

Mr. Leece. Mr. Miller, in the course of your conversation with Mr. 
Gallagher and other people associated with local 52, did you discuss 
the general level of benefits paid by their welfare fund ¢ 

Mr. Minuer. My first thought when I : approached these people was 
merely to get statements from them as to their receipts and disburse 
ments, and the nature of their claims. and the type of claims, and 
such as that. At one time I thought that it would not be necessary to 
make a detailed check ; that they would just furnish me that informa 
tion. 

I found, however, that there was no written contract between the 
union and the employers, and that there was no written agreement 
with reference to this welfare fund. 

There was no statement whatever of benefits. I have never been 
able to find anybody who could tell me definitely what the benetits 
were that the employees were to receive. I have never received any 
printed circular or booklet or any written evidence of any kind that I 
have been able to find, either from employers or from the 
officials. 

Mr. Leece. Did Mr. Gallagher or Mr. Ryan indicate what they 
paid in the way of benefits generally ? 

Mr. Mintzer. Oh, they told me they paid hospital bills and doctors’ 
bills. 

Mr. Lerecre. What was the usual benefit payment? 

Mr. Miniter. They paid a $50 weekly sick benefit, and then they 
paid all hospital bills and doctors’ bills. 

Senator Dovetas. That was a cash benefit, was it, for sickness ? 

Mr. Miuier. Yes, sir, and I gathered from the information they 
furnished me that the decision W as up to Mr. Gallagher 
what they would pay. 

Mr. Lerce. In your review of the disbursements from the fund 
account which made up that $85,000 total that we have referred to, did 
you find evidence of a number of $50 payments out of that? 

Mr. Mitxer. Yes; quite a great number of $50 items. 

Senator Auiorr. I would like to ask a question, Mr. Chairman. 


union 


as to jus st 
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In view of the form of Mr. Leece’s question, he said in your talks 
with Gallagher and others. How many talks did you have with Mr. 
Gallagher ? 

Mr. Mitier. Well, I think I probably saw Mr. Gallagher at least 
a half dozen times. 

Senator Atrorr. After the subpena was served ¢ 

Mr. Miter. No, I don’t believe I saw him at all after the subpena 
was served. 

Senator AtLorr. Never saw him after that time? 

Mr. Mixter. I don’t recall that I did. 

Senator Atiorr. But he never at any time would permit you to ex- 
amine the books, either of the union or either of these funds, either 
the defense fund or the welfare fund ? 

Mr. Miitrr. No, although he got out his books and just opened 
them up to show me what they kept and leafed through a bunch of 
checks and things like that. 

I saw them, but I didn’t have a chance to examine them. 

Senator Ives. You knew they were there, in other words? 

Mr. Mier. Yes. 

Senator Atxorr. That is all, Mr. Chairman. 

Senator Doveras. That is all I have. Thank you, Mr. Miller. 

The next witness will be Mr. C. F. Marvin, the office manager of the 
Chris Paschen Maintenance Co. 

Mr. Marvin, will you raise your right hand? Do you solemnly 
swear that the testimony which you are about to give is the truth, the 
whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF C. F. MARVIN, OFFICE MANAGER, CHRIS PASCHEN 
MAINTENANCE CO., CHICAGO, ILL. 


Mr. Marvin. I do. 

Senator Dovetas. Thank you. Won’t you sit down? 

Mr. Leece? 

Mr. Leece. As I understand it, Mr. Marvin, you are the office 
manager for the Chris Paschen Maintenance Co. and the Chris 
Paschen Corp.? 

Mr. Marvin. That is right. 

Mr. Lerecr. What type of business are they engaged in? 

Mr. Marvin. Building cleaning, tuckpointing, masonry repair. 

Mr. Lerece. And what are your general duties as office manager? 

Mr. Marvin. It is general office management and in charge of the 
accounting department. 

Mr. Leece. Do you employ members of local 52? 

Mr. Marvin. We do. 

Mr. Lerce. Of the Pointers, Cleaners and Caulkers in Chicago? 

Mr. Marvin. We do. 

Mr. Lerce. Will you tell us whether or not the two firms by whom 
you are employed make contributions to the welfare fund of local 52% 

Mr. Marvin. We do. 

Mr. Leece. At what rate? 

Mr. Marvin. Seven and one-half cents for the welfare fund, if I 
can express it that way, and 5 cents to the union fund. 
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Senator Ives. May I raise a point there? That 714 cents, is that 
an employer contribution ¢ 

Mr. Marvin. That is an employer contribution. 

Senator Ives. And the 5 cents is deducted from the employee's 
wages ¢ 

Mr. Marvin. That is right. 

Mr. Leece. When did your company start making contributions to 
the welfare fund ? | 

Mr. Marvin. To the welfare fund, it was, I think, effective June Ist 
of 1950. 

Mr. Lerce. 1950? 

Mr, Marvin. That is right. 

Mr. Leece. To whom are those contributions made ¢ 

Mr. Marvin. They are made to the Pointers, Cleaners, and Caulk- 
ers, local 52, at 30 North La Salle Street. 

Mr. Leece. To the welfare fund of local 52% 

Mr. Marvin. That is right. 

Mr. Leece. And to whom do you send these checks ? 

Mr. Marvin. They are sent to 30 North La Salle Street, in the 
name of the welfare fund. 

Mr. Leece. This 30 North La Salle Street adress is the office of Mr. 
Vokoun? 

Mr. Marvin. That is right. 

Mr. Lerce. What have been the total contributions by your firm 
since October of 1950? 

Mr. Marvin. I think it was June 1 that was the effective date of it. 
The total contributions to December 31 of 1954 were $31,362.15. 

Mr. Leece. A little over $31,000? 

Mr. Marvin. Yes. 

Senator Atiorr. To which fund is that, sir? 

Mr. Marvin. That is to the 714 cent welfare fund. 

Senator Atvorr. That is the employer’s contribution? 

Mr. Marvin. That is the employer’s contribution; yes, sir. 

Senator Doveias. What were the deductions which you made from 
employees’ pay to the fund? 

Mr. Marvin. From June 1 of 1949, through December 31 of 1954, 
there was $26,329.97. 

Mr. Lerce. To whom do you send those funds? 

Mr. Marvin. Those are sent to the local fund at 908 West Monroe. 

Mr. Leece. That is the address of local union 52? 

Mr. Marvin. That is right. 

Mr. Lrecr. Do your companies have any contractual arrangements 
of any kind with local 52 relating specifically to the welfare fund ? 

Mr. Marvin. Directly? 

Mr. Lerce. Yes. 

Mr. Marvin. No. 

Mr. Lerce. Are these payments made pursuant to any agreement 
of any kind between your employers and the union ? 

Mr. Marvin. Not direct with the union, but through the association. 

Mr. Lercr. Does the association have any such agreement ? 

Mr. Marvin. That I wouldn’t have knowledge of. Our notices come 
from the association. 

Senator Dovenas. Did you ever get a letter from the association 
telling you to make these deductions? 
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Mr. Marvin. Yes, I have. 

Senator Doveias. Do you have a copy of that? 

Mr. Marvin. Yes, I have. 

Senator Doucias. This is a letter dated October 10, 1950, signed by 
Charles J. Vokoun, counselor to the welfare fund, announcing the 
opening of the office at 30 North La Salle Street, and 


We are asking you for your cooperation in assisting us to get the program under 
way by reporting funds withheld for this period, on your letterhead in the follow- 
ing manner: Name of employee, social security number, hours worked, rate per 
hour, 7% cents. 

After compiling the data and arriving at the total amount due, please make 
your check payable to Pointers, Cleaners and Caulkers welfare fund, local 52, and 
mail it in, together with your report. 


I will make this letter a part of the proceedings at this point. 
(The document referred to was marked “Exhibit 2” :) 


Exuipsit 2 


POINTERS, CLEANERS AND CAULKERS WELFARE FuNb, Loca. 52 
Chicago 2, Ill, October 10, 1950. 

GENTLEMEN: We are pleased to announce the official opening of the Pointers, 
Cleaners, and Caulkers welfare fund offices, located at 30 North LaSalle Street. 

All inquiries, correspondence as well as contributions to the fund now held 
by you, for the period June 1, 1950 to October 7, 1950, should be directed to this 
office. 

We are asking you for your cooperation in assisting us to get the program under 
way by reporting funds withheld for this period, on your letterhead in the fol- 
lowing manner: 

Name of employee: John Doe. 

Social Security No. : 000—-00-000. 

Hours worked, 480; rate per hour, 71% cents; total, 36.00. 

After compiling the data and arriving at the total amount due, please make 
your check payable to Pointers, Cleaners, and Caulkers welfare fund, local ! 
and mail it in together with your report. 

This procedure will be necessary for this period only, hereafter, standardized 
forms will be furnished each contractor to make returns. 

Very truly yours, 


CHARLES J. VOKOUN, Counselor to Welfare Fund 

Senator Doucias. Do you have a similar letter for the 5-cent-an- 
hour deduction for the fund ? 

Mr. Marvin. This letter is from the Tuck Pointers Association of 
Illinois. 

Senator Dovuerias. This is a mimeographed letter from the Tuck 
Pointers Association of Lilinois under date of July 26, 1949, in regard 
to the new wage scale which has been discussed for some time. 


* * * this is to advise you that the rate for mechanics has been increased 15 cents 
per hour, effective as of June 1, 1949. This is divided as follows: Ten cents 
per hour is paid to the men and the other 5 cents is to be withheld and paid at 
a future date into a welfare fund when and if it is established. Further in- 
formation may be had at the above meeting. 


It is signed by the secretary of that association. 
I will make that a part of the record at this point. 
(The document referred to was marked “Exhibit 3” :) 


EXxHIbiT 3 


Tuck POINTERS ASSOCIATION OF LLLINOIS, 
Chicago 6, Ill., July 26, 1949. 
Dear MeMpBerR: The next regular meeting of the association will be held at 
the Bismarck Hotel, Monday, August 1, 1949, at 8 p. m. sharp. 
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SPECIAL NOTICE 


In regard to the new wage scale which has been discussed for some time, 
this is to advise you that the rate for mechanics has been increased 15 cents per 
hour, effective as of June 1, 1949. This is divided as follows: 10 cents per hour 
is paid to the men and the other 5 cents is to be withheld and paid at a future 
date into a welfare fund when and if it is established. Further information 
may be had at the above meeting. =i LE 

Also at the above meeting we will have a showing of the movie film The Story 
of a House which is very interesting and which you should not miss seeing. 

Hoping that you will be able to attend this meeting, IT am 

Yours very truly, 
J. EMMer Morrissy 
Secretary 

Senator Doueias. When were you notified to make those pay 
ments? ‘This says that payments will be made when and if the fund 
is established. 

When did you begin to make the deductions ¢ 

Mr. Marvin. We set up the deduc ‘tions based on that letter. 

Senator Dovuanas. I see. 

Mr. Marvin. Let me see if I can find the letter under which they set 
it up. We made the deductions in accordance with that letter, and 
then a letter on June 20 of 1950 again mentions the 5-cent union fund 

Senator DovueLas. But the earher letter was in 1949, as I recall? 

Mr. Marvin. That is right. 

Senator Doveias. This is another letter, parts of which are as 
follows: 

Beginning June 1, 1950, the wage scale for tuck pointers is to be $2.60 per 
hour. These deductions will consist of social security, withholding tax and the 
5 cents per hour for the union benetit fund, as in the past 

You will set up on your books an additional amount equal to 744 cents per 
hour per man, which is to be forwarded to the new welfare fund, which is to be 
established in the near future. 

This money is to be held by you until you receive formal notification as to how 
the checks should be made out and where they should be mailed. You will also 
note that the 7% cents will not be subject to social security, withholding tax 
or insurance. 

That is also signed by the Secretary. 

So that the deduction from the pay of the emp ae started in 1949, 
and then the paymerits to the welfare fund started in 19504 

Mr. Marvin. That is right. 

Mr. Leece. May I ask, Mr. Marvin, do you, as office manager of 
these two companies, have any information as to whether or not the 
employees from whose wages this 5 cents per hour is being deducted 
have ever authorized such a deduction ? 

Mr. Marvin. No, I donot. 

Mr. Lerce. an you saying that you do not know ¢ 

Mr. Marvin. I do not know whether the ‘vy have authorized it or 
not. It is within the local, itself, and we wouldn't have any knowledge 
of that in our office. 

Mr. Lrece. 7 ou are deducting it, aren’t you ? 

Mr. Marvin. That is right. We are deduc ‘ting it on the agreement 
with the tuck pointe rs—in ‘other words, advice from the Tuck Pointers 
Association about that. $2.60 rate set-up, and we have never been 
questioned by the employees. 

Mr. Lerce. But you have never had any information which would 
indicate that the employees had, in fact, authorized such a deduction ? 

Mr. Marvin. No, sir. 
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Mr. Leece. Except from the letters? 

Mr. Marvin. Of my own knowledge and only from these letters. 

Mr. Lerce. Now, this welfare fund is described as a welfare fund, 
and the bank account at the Mercantile National Bank is in the name 
of the welfare fund, Local 52, Pointers, Cleaners, and Caulkers. Have 
you ever seen a copy of a trust agreement which set this operation up 
as a fund? 

Mr. Marvin. No, sir, I have not. 

Mr. Lreece. Have you ever seen any schedule of benefits? 

Mr. Marvin. No, sir. 

Mr. Leecr. Does local 52 make any accounting to your companies 
as to the disposition of moneys contributed ? 

Mr. Marvin. Not to our company; not that I know of. 

Mr. Leece. Do you have any idea as to the disposition made uf 
these moneys ? 

Mr. Marvin. No, I do not. 

Mr. Lerce. Have you ever had any complaints from members of 
local 52 employed by your companies concerning the payment of 
benefits ? 

Mr. Marvin. No, we never have, and we never have had any reason 
to question, because of that. 

Senator Ives. How many employers are in your association ? 

Mr. Marvin. That I don’t know. 

Senator Ives. Have you any idea? 

Mr. Marvin. No, sir. 

Senator Ives. How long have you bargained collectively, as a group ? 
Do you know that? 

Mr. Marvin. Now, this is just from hearsay, but I think the asso- 
ciation started back around 1907, if I remember rightly. 

Senator Atxorr. 1907? 

Mr. Marvin. Yes, sir. 

Senator Ives. They have been bargaining collecticely ever since? 

Mr. Marvin. I don’t know whether they were bargaining collec- 
tively from that date or not. 

Senator Ives. You don’t know anything about the collective bar- 
gaining aspect of it; is that right ? 

Mr. Marvin. That is right. 

Senator Ives. Is your company engaged in interstate commerce? 

Mr. Marvin. We do business outside the State of Illinois which 
would be interstate. 

Senator Ives. You go out of Illinois? 

Mr. Marvin. That is right. 

Senator Ives. Then you are interstate? 

Mr. Marvin. Yes. 

Senator Ives. Do you know anything about the volume of business 
outside of Illinois? 

Mr. Marvin. Outside of Illinois? 

Senator Ives. Yes. What percentage is outside and what percent- 
age is inside? 

Mr. Marvin. I would say possibly 10 to 20 percent of it, depending 
on the year or the years. 

Senator Ives. It would average, then, about 20 percent ? 

Mr. Marvin. The average, I would say, would be roughly about 15. 
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Senator Ives. How about dollar volume? Is that percentage indic- 
ative of the dollar volume? 

Mr. Marvin. Well, I figure the percentage from the dollar volume. 

Senator Ives. You are figuring your percentage on the basis of 
dollars ¢ 

Mr. Marvin. That is right. 

Senator Ives. How many dollars are involved ¢ 

Mr. Marvin. Well, that is based on around $2 million worth of 
business. 

Senator Ives. $2 million worth of business a year ¢ 

Mr. Marvin. Yes. That means that roughly $150,000 to $200,000 
would be out-of-State. 

Senator Ives. Do you consider your association under the jurisdic- 
tion of the Taft-Hartley Act, or more particularly, do vou consider 
yourself under the jurisdiction of the Taft-Hartley Act, since you are 
in interstate commerce ¢ 

Mr. Marvin. We have, as far as I know, never entered into it and 
never considered it in that light. 

Senator Ives. You don’t know anything about it? Nothing has 
been done to ascertain that; is that it ¢ 

Mr. Marvin. Unless the association has gone into it. 

If they have, we have never been notified in that connection. 

Senator Ives. Do you know whether any of your other members are 
engaged in interstate commerce ? 

Mr. Marvin. I don’t know definitely that any of them are, but I do 
believe that there are a couple of the other members that do out-of- 
State work. They are large enough to do out-of-State work. I will 
~ it that way. 

Senator Ives. Well, then, presumably, a substantial portion of your 
members : are engaged in out-of-State work; is that right ? 

Mr. Marvin. I wouldn’t say a substantial portion of the members. 

Senator Ives. But some? 

Mr. Marvin. Yes, some. I would say a minority of them are in 
out-of-State work. 

Senator Ives. Has your association complied with the filing provi- 
sions of the Taft-Hartley Act under section 302? 

Mr. Marvin. That I couldn’t answer. 

Senator Ives. That is all I have. 

Senator Doucras. Senator Allott? 

Senator Atiorr. Mr. Marvin, going back to 1950, when you started 
making these payments in June, was ‘that the date that I understand 
you started making these payments? 

Mr. Marvin. They were definite as of June of 1950 to the 714-cent 
welfare fund. 

Senator Atnorr. Were the payments made after that a result of 
collective bargaining? 

Mr. Marvin. That is my understanding of where they originated; 
in the collective bargaining for the wage rate. 

Senator Attorr. You say that is your understanding? 

Mr. Marvin. No; I gather that from these letters. 

Senator Atiorr. I wanted to know how much you know about it 
yourself. Where did you get the understanding that this was collec- 
tive bargaining ? 
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Mr. Marvin. From these letters from the association, of which we 
are a member. 

Senator ALLorr. From your own association / 

Mr. Marvin. That is right. 

Senator Atvorr. Did they inform you that this came about as a 
result of collective bargaining ? 

Mr. Marvin. I don’t know what they state in their collective 
bargaining. 

Senator ALtiorr. Do you know of a letter which stated in substance 
that as a result of negotiations with the union representatives that the 
members of the association will pay a specified amount into the 
welfare fund ¢ 

Mr. Marvin. I believe that one letter that is there—this letter is 
referring to our communication of the 16th; this is on June 20, relative 
to the new wage rates. 


In order to clarify the situation beginning June 1, the wage scale for tuck 
pointers from which you make your various deductions is $2.60 per hour. 

Senator Atnorr. That is from whom? 

Mr. Marvin. From the Tuck Pointers, Cleaners and Caulkers Asso- 
ciation. 

Senator ALLorr. That is not from the union ? 

Mr. Marvin. No, sir; that is from our own association. 

Senator Attorr. From that date, you made these payments; is that 
correct ¢ 

Mr. Marvin. That is correct. 

Senator AtLorr. But you never secured from your individual union 
members, your employees, written authorization to make any deduc- 
tion ? 

Mr. Marvin. In connection with this deduction, it was 714 cents in 
this case. 

Senator Atvorr. That came from the employers ? 

Mr. Marvin. That is right. 

Senator Attorr. But you never secured a written authorization of 
your individual membership to deduct the 5 cents per hour for the 
defense fund, did you? 

Mr. Marvin. That is from our employees? 

Senator ALLorr. From your employees; yes. 

Mr. Marvin. No, sir. 

Senator Atiorr. As provided by section 302 of the Taft-Hartley 
Act. 

Now, then, on behalf of the 714 cents which you paid as an em- 
ployer—your association never had a trust agreement, as far as you 
know ? 

Mr. Marvin. As far as I know, I have never seen a trust agreement. 

Senator Atiorr. No one in your organization—and by that, I mean 
the Chris Paschen Maintenance Co.—ever participated in, ‘nor did 
anyone participate for you, in the administration of these funds, as 
far as you know ? 

Mr. Marvin. No, sir. 

Senator At.orr. So as far as you know, personally, in handling 
these and paying them out, it could have been a shakedown ¢ 
Mr. Marvin. I don’t like the expression “shakedown” because it is 
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Senator Atvorr. As far as you know, it could have been, because 
you don’t know what became of the money, do you ¢ 

Mr. Marvin. I do not. 

Senator ALLorr. You have no idea what became of the money ‘ 

Mr. Marvin. No, sir. We reported it as instructed, and sent our 
funds in in the manner in which they were ordered to go, and with 
the firm that they were to be deposited with. 

Senator Auvorr. I think that is all. 

Senator Doucias. That is all, Mr. Marvin. Thank you. 

At this point, we will make a part of the record the letter of June 
290, 1950, from the Tuck Pointers, Cleaners, Caulkers, Concrete Res 
toration, Gunnite and Waterproofing Association of Illinois. 

(The document referred to was marked “Exhibit 4° :) 


EXHIBIT 4 


Tuck PoINTERS, CLEANERS, CAULKERS, CONCRETE RESTORATIONS, GUNNITE AND 
WATERPROOFING ASSOCIATION OF ILLINOIS 


CuicaGco 6, ILL., June 20, 1950 

Dean Member: Referring to our communication of June 16, relative to the 
new wage rates, certain contractors have remarked that the instructions were 
not in keeping with the discussion at the last meeting. 

In order to clarify this situation, kindly proceed as follows : 

Beginning June 1, 1950, the wage scale for tuck pointers from which you make 
your various deductions is to be $2.60 per hour. These deductions will consist 
of social security, withholding tax, and the 5 cents per hour for the union 
benefit fund as in the past. 

You will set up on your books an additional amount equal to 74 cents per 
hour per man which is to be forwarded to the new welfare fund, which is to 
be established in the near future. This money is to be held by you until you 
receive formal notification as to how the checks should be made out and where 


they should be mailed. You will also note that the 7% cents will not be subject 
to social security, withholding tax, or insurance. 

We regret very much our previous letter did not explain the facts correctly, 
so please disregard our letter of June 16, and work according to the above 
instructions. 

Yours very truly, 
J. EmMMeET Mornissy, Necretary, 

Senator Doueias. The next witness is Mr. Morris A. Haft, who is 
the attorney for the Tuck Pointers Association. 

Senator AtLotr. May [ ask Mr. Marvin one question further? 

Senator Dovenias. Will you come back to the stand ¢ 

Senator ALLorr. One question, sir. 

Mr. Marvin, do you have any knowledge or have you ever been 
informed of the disposition or the management or the real purpose 
of the 5-cent fund that you were deducting from your employees? 

Mr. Marvin. No, sir. We do not. That was put to us as a union 
fund, and I think that is the way it is expressed in the letter of notice 
that we got to deduct the 5 cents. 

Senator Avvorr. And as I understand your picture, as far as your 
individual company was concerned, you never dealt with the union 
directly in these matters, but only through your association ? 

Mr. Marvin. That is correct; through the association. 

Senator AvLorr. Thank you, sir. 

Senator Ives. Were you ever threatened, Mr. Marvin, with any 
violence / 

Mr. Marvin. Personally? 
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Senator Ives. Yes. If you didn’t make the payments. 

Mr. Marvin. No, sir. 

Senator Ives. Was the company ? 

Mr. Marvin. No violence that I ever heard of. 

Senator Ives. Were you threatened in any way, shape or manner ? 

Mr. Marvin. No, sir. 

Senator Ives. Thank you. 

Senator Dove as. Mr. Haft, since you are appearing as a witness, 
and not as an attorney, may I ask you to raise your right hand ? 

Do you solemnly swear that the testimony which you are about to 


= will be the truth, the whole truth, and nothing but the truth, so 
ielp you God? 





TESTIMONY OF MORRIS A. HAFT, CHICAGO, ILL. 


Mr. Harr. I do. 

Senator Doveias. Thank you. Would you give your name and 
address and relationship to the Tuck Pointers Association ¢ 

Mr. Harr. My name is Morris A. Haft. My address is 134 North 
LaSalle Street in Chicago. 

I am an attorney at law licensed to practice by the Supreme Court of 
Illinois in the State of Illinois, and I am the attorney for the Tuck 
Pointers Association. 

Senator Dove.as. Mr. Leece? 

Mr. Leece. Will you state the complete name of the association, Mr. 
Haft? 

Mr. Harr. Tuck Pointers, Cleaners, Caulkers, Concrete Restoration, 
Gunnite and Waterproofing Association of Illinois. 

Mr. Leece. How long have you been counsel for the association ¢ 

Mr. Harr. Since October of 1950. 

Mr. Lerce. Does your association have a collective-bargaining agree- 
ment or agreement of any kind with local 52? 

Mr. Harr. I would say that there is a collective-bargaining agree- 
ment, or there was one in effect back in 1942, if I remember correctly. 

Senator Ives. In writing? 

Mr. Harr. In writing, yes, sir. 

But since that time, I haven’t seen another written contract between 
the association members or the association, as such, and local 52. 

Senator Doucias. How are the basic wage scales in your craft set? 

Mr. Harr. I have never personally taken part in one of those nego- 
tiations. 

Senator Dova.as. You are attorney for the association ? 

Mr. Harr. Yes. 

Senator Doveias. How were the basic wage scales set ? 

Mr. Harr. I have been given to understand that the basic wage scale 
is set at 5 cents an hour over and above the bricklayers scale. 

Senator Dovetas. In other words, the bricklayers enter collective 
bargaining, fix an hourly rate, and the tuck-pointers’ seale is fixed 
at 5 cents an hour more than that ? 

Mr. Harr. That is the way I understand it. 

Senator Ives. By whom is it fixed ? 

Mr. Harr. By the union and someone representing the association. 

Senator Ives. Were you the one representing the association ? 
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Mr. Harr. No; ever since | became connected w ith the association I 
have never engaged in collective bargaining with the union on be 
half of the association. 

Senator Ives. Who in the association ¢ 

Mr. Harr. I have been told that Chris Paschen, now deceased, was 
the man who handled the wage negotiations with the union. 

Mr. Leece. How many members are there in your association 

Mr. Harr. Fifty. 

Mr. Leece. Do the individual members of this association make 
contributions on behalf of employees who are members of Local 52! 

Mr. Harr. Yes; most of them do. 

Mr. Leece. Do they make them on the same basis that the Chris 
Paschen Co. does, at the rate of 714 cents an hour ¢ 

Mr. Harr. I would say “Yes.” 

Mr. Lerce. Seven and one-half cents an hour to the welfare fund, 
which is an employer contribution ¢ 

Mr. Harr. That is correct. 

Mr. Leece. You also deduct 5 cents an hour, as I understand it, 
from the wages of those workers ? 

Mr. Harr. I understand that is the way it is. 

Mr. Leece. What disposition is made of that money / 

Mr. Harr. I don’t know. 

Mr. Leecr. What disposition is made of the 714 cents an hour? 

Mr. Harr. I don’t know that, either. 

Senator Doveitas. How were these funds established? By what 
agreement were they established ? 

Mr. Harr. The 5-cent fund was established back in 1949, 

Senator Doveias. That is true. But by agreement with whom? 

Mr. Harr. By agreement between the association, acting for and 
on behalf of its members, and the union. 

Senator Dovetas. Was that established by written agreement / 

Mr. Harr. That I don’t know. I would say “No,” because I have 
never seen a written agreement. 

Senator Dovcias. It was a verbal understanding ? 

Mr. Harr. So I understand. 

Senator Douaias.*’ How was the welfare fund established ? 

Mr. Harr. The very same way. 

Senator Doveas. Were trustees provided for? 

Mr. Harr. Not that I know of, no, sir. 

Mr. Lerce. Then the fund is not operated pursuant to the provisions 
of any formal trust agreement entered into between the association 
and Local 52? 

Mr. Harr. I would say it is not operated pursuant to the terms of the 
trust agreement. 

Mr. Lercr. Are members of your association represented in any way 
in the administration of this fund? 

Mr. Harr. No. 

Mr. Leecr. Would you not say that that was a violation of section 
302 of the Taft-Hartley Act? 

Mr. Harr. Well, I know the terms of 302, and I would say we are 
not following it. ; 

Mr. Lercr. Doesn’t 302 provide that any payments made by the 


employer to a representative of the union must be pursuant to a writ- 
ten agreement ? 
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Mr. Harr. That is what 302 holds. 

Mr. Leece. It also provides for joint administration, and by joint 
administration is meant representatives of the union and contributing 
employers. 

Mr. Harr. That is correct. 

Mr. Leece. If I understand your testimony properly, Mr. Haft, 
there is no such written agreement, and to your knowledge no mem- 
bers of the association have participated in any way in the administra- 
tion of this fund. 

Mr. Harr. I would say that is correct. 

Mr. Levece. May I ask: Have you, as counsel for the association, 
or to your knowledge have any members of the association, made any 
efforts to exercise any administrative control over the operation of this 
fund ¢ 

Mr. Harr. No, except for one thing. We tried to work the matter 
out whereby it could be handled that way, but we met with no success. 

Mr. Leece. Did you initiate those efforts / 

Mr. Harr. Yes, I did. 

Mr. Leecr. Will you generally state what those efforts consisted of ? 

Mr. Harr. Well, in October of 1950, after I had become employed 
by the association, I talked with the directors of the association, and 
as a result of that, I sent a letter to the association. 

I think the committee has a copy of that letter. I told them that 
the fund should be examined, as I told the welfare fund it should be 
examined, for the purpose of having it set up properly. 

Senator Dougias. This is a letter which you addressed to your 
association ¢ 

Mr. Harr. That is right. 

Senator Doucias. In which you urge that a contract be drawn up 
for the government of the welfare fund ? 

Mr. Harr. If that is what the letter says, that is what it says. I 
just don’t have any accurate recollection of it. 

Senator Doverias. Well, in your letter you state that all deposits 
should be withheld until the fund is completely set up. 

What action was taken as a result of this letter of yours to the asso- 
ciation of employers ¢ 

Mr. Harr. May I see that letter ¢ 

I reported back to the association that I had had talks with Mr. 
Vokoun. I took back to the association the fact that I had written to 
Mr. Vokoun of the welfare fund, and that I had been assured that they 
would get together with me, and we would work out an agreement that 
would be satisfactory, and comply with the act. 

It just kept on—time kept on going by and I kept on pressing the 
welfare fund and finally I was told to contact the attorney represent - 
ing the union, who would draw an agreement with me. 

Senator Douacias. Who was that ? 

Mr. Harr. Clarence Wagner, Alderman Clarence Wagner of Chi- 
ago. He is deceased. 

Senator ALLorr, You say he is deceased ? 

Mr. Harr. Yes. He died in an automobile accident. I believe that 
I turned over to the committee a copy of the original letter which I 
sent to Clarence Wagner. 

Senator At.orr. Yes, you did that. 
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Mr. Harr. There was an election on in Chicago at that time, and 
Clarence told me—I knew him very well—he told me to wait until that 
thing was over and we would get together. Well, we had conversation 
after conversation, and the time just sped by until we are sitting here 
now still without a contract, and the association members thought that 
any time now we would have a contract and that would be it 

So they kept on paying into the fund. 

Senator AuLorr. This same Mr. Wagner was running for the council 
in Chicago, was he not ¢ 

Mr. Harr. I don’t know just what he was running for at that time. 
I don’t think there was a council election in November, and I think my 
letter to him was in November. 

Senator Atuorr. Was he a member of the council ¢ 

Mr. Harr. He was a member of the city council. 

Senator Antvorr. Of Chicago ¢ 

Mr. Harr. Yes, sir. 

Senator Dougias. Now, that brings the story to the end of 1952. 
In 1953, 1954, did you try to get an agreement ¢ 

Mr. Harr. After Clarence was filled, maybe 5 or 6 months later, | 
called his law partner, a Mr. O’Brien, and | told him that we were 
going to run into difficulty some time. 

I asked him, “Did you take over Clarence’s work, and if you did, did 
you have a direction or an instruction of any kind to prepare this type 
of contract ?” and he told me he would call me back and let me know. 

He says he went through the papers, and there was no instruction 
from anybody to proceed with the preparation of a contract of that 
kind. 

Senator Dougias. Did you ever suggest that the attorney should 
consult their princi ipi al, the officers of the union ? 

Mr. Harr. I don’t remember. 1 think | may have suggested it to 
Wagner at one time, and he says that when Eddie tells him to do some 
thing, he will do it. He doesn’t want to bother Eddie any more or 
vords to that effect. By Eddie, I mean Eddie Gallagher. — 

Senator Ives. How large a portion of your association, how many 
members, are engaged in interstate commerce ¢ 

Mr. Harr. That L-couldn’t tell you. There aren’t too many of 
them, because in order to engage in interstate commerce in this busi- 
ness, they must be firms of substance. 

I mean, it costs a lot of money to go out of the State and do work 
out of the State. No. 1, they wouldn't go out of the State to do small 
jobs, because it wouldn’t pay them, and. if they had to do large jobs, 
as 1 say, they had to be firms of substance in order to do the work. 

So T just couldn’t tell you exactly how many or what percentage 
of our members do work outside of the State. 

Senator Ives. But there are members belonging to your association 
that are engaged in interstate commerce ¢ 

Mr. Harr. Yes. 

Senator Ives. You say those are the larger members of your asso- 
ciation ¢ 

Mr. Harr. I would say yes. 

Senator Ives. Have you any idea what volume of business they have 
outside of the State? 

Mr. Harr. No; I couldn’t tell you that. 
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Senator Ives. You recognize, then, that you are operating under 
the Taft-Hartley Act? 

Mr. Harr. Well, as to some firms, I would say yes. 

Senator Ives. Well, if you had one that is in interstate commerce, 
you are operating under it! 

Mr. Harr. That is right. I tell you, Senator, I haven’t gone into 
the question of interstate commerce. I mean, this question of inter- 
state commerce, as such, is relatively new to me, as it relates to this 
one proposition. 

I have gone into it in the courts up and down as to what constitutes 
interstate commerce, but our association is a group of individual 
contractors, and the only authority we have from those individual 
members is to bargain collectively for them as a group, obtain people 
who are speci: alists in various lines to come in and tell our men how 
to do a job better, or if new substances come out, we bring them into 
the association. 

It isa sort of mutual-help deal, most of the way. 

Senator Ives. But you do the bargaining ¢ 

Mr. Harr. I don’t do the bargaining. 

Oh, the association does; yes. 

Senator Ives. That is what I mean. 

That is all I have. 

Senator Attorr. Mr. Chairman. Mr. Haft, I will read from your 
statement to this committee, because I think you would like to have 
this in the record. 

On October 19, 1950, you stated that you wrote a letter to Mr. 
Vokoun, and I quote verbatim from your letter 


And I went on to say that “all of the members of the association are prepared 
to cooperate with you immediately. However, as you know, the fund must be 
so established and must be so governed and managed that moneys paid into the 
fund by the employers can be legally considered for tax and other purposes 
established in accordance with the law. 

“T have no doubt that the fund has been so set up. However, I should like 
to meet with you at your convenience and examine the fund structure so that 
I can properly advise the association members of its legal status. 

“T should appreciate hearing from you at your earliest convenience.” 


Now, that apparently demonstrates that you did recognize that 
there was at least a strong possibility that your membership did come 
under the Taft-Hartley Act? 

Mr. Harr. I would say yes. 

Senator Attorr. And there is no contract, no written contract, with 
this local for either the association or the individual members of the 
association ? 

Mr. Harr. I would say that is correct. 

Senator Atiorr. IT am talking about a union contract. 

Mr. Harr. I know. 

Senator Atiorr. There is no written agreement as far as you know 
between any individual member of your association and this particular 
union ¢ 

Mr. Harr. No. They would have no right to do that. 

Senator Atiorr. And so, if there are any union contracts at all, 
or if there are any contracts with respect to the payment of these 
funds, they would have to be through the association ? 

Mr. Harr. T would say that is right. 
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der Senator Atiorr. Therefore, if a member of the association, or sey 
eral of them, are engaged in interstate commerce, the association, as 
such, is engaged in interstate commerce ; is it not ‘ 
rce, Mr. Harr. That [I couldn't answer, as to whether that is a correct 
) statement or is not a correct statement. 
nto » Senator Atiorr. At least there are no contracts except for the 
ter- ; association. 
this : Now, those are not written ‘ 
i Mr. Harr. That is correct. 
ites , Senator Atuorr. There is no written contract with respect to the 
ual e 71, percent ¢ 
ual Mr. Harr. Seven and one-half cents. 
ple Senator ALLorr. Seven and one-half cents, 
ow Mr. Harr. I would say there is no written contract. 
nto Senator ALLorr. Nor with respect to the 5 cents ¢ 
Mr. Harr. Nor with respect to the 5 cents. 
Senator AtLorr. You don’t know whether the 5 cents is a deduction 
on account of union dues or not, do you # 
Mr. Harr. Well, I would say it wasn’t on account of deduction of 
union dues. It was just a straight deduction for the so-called fund. 
Senator Antorr. Defense fund ? 
Mr. Harr. [ don’t know if they call it a defense fund. 
our Senator AtLorr, Do you have anything from the union in your files 
ave which would indicate what the fund was for or any kind of commit 


ment as to what that fund was used for 4 
Mr. Mr. Harr. Well, I have here a copy of a letter that was supposed 
) to be sent out by the union under date of October 26 of 1949 which 
relates to the fund. 


a Senator ALtorr. Would you read that? 
the Mr. Harr. Yes. It is dated October 26, 1949. It is addressed: 
ses Dear Sir AND Brotuner: This letter will serve to inform you that the fund for 
the Pointers, Cleaners, and Caulkers Union, Local 52, has been established and is 
like located in the office of 908 West Monroe Street, Chicago 7, Il. 
hat Kindly make all remittances payable to Pointers, Cleaners, and Caulkers Union 
und, Local 52, and mail to 908 West Monroe Street, Chicago 7, Ill. 
Thank you for your cooperation in this matter. 
hat Fraternally yours, ; 
. EpWarD J. GALLAGHER, 
mie Joun P. RYAN. 
Senator At.orr. Now, that is purportedly a letter from the union 
itself to the individual members of your association ‘ 
ith a ; : 
we Mr. Harr. That is correct. 
Senator ALLorr. But it does not designate what the purpose of that 
fund is? 
Mr. Harr. No; it does not. 
Senator Atvorr. So far as you officially know by anything in 
ons writing, that could be dues? 
“ane Mr. Harr. Well, if you put it that way, the answer is “Yes,” but I 


would say from my knowledge of this situation, they are not dues. 
These deductions and these payments don’t come under the heading 
ill, of dues. 
Senator Autiorr. Now, do you have any written understanding or 
ugreement that this money goes into any kind of a trust fund or a 


fund which would be clothed with the indicia of a trust? 
Mr. Harr. No. 


620383—55—pt. 2 


280 





246 WELFARE AND PENSION PLANS INVESTIGATION 





Senator ALLorr. Do you have anything in your records which indi- 
cate that these payments are held in trust for pensions or retirement 
or compensations for injuries or illnesses ¢ 

Mr. Harr. | do not. 

Senator Atsorr. Do you have anything in your records which 
specifies the terms in a written agreement and provides that the em- 
ployers are equally represented in the administration of such a fund ¢ 

Mr. Harr. 1 do not, and we do not. 

Senator Atiorr. And, of course, having none, you have none of the 
other requirements of the statute about having neutral members or 
arbitration 

Mr. Harr. Section 302 of the Labor-Management Act. 

Senator Autorr. Do you have anything in writing or otherwise 
stating that the funds cannot be used for any other purposes than for 
paying pensions, compensations for injuries or illnesses, annuities, or 
similar purposes ? 

Mr. Harr. No; we do not. 

As to this 5 cents, if I may state this: I have another letter here 
that I think is apropos to this. It also comes from the Pointers, 
Cleaners, and Caulkers Union under date of September 7, 1949. 

It is addressed : 

Dear Str AND Brorurr: This is to advise you that the tuck pointers scale is 
now $2.60 per hour retroactive to June 1, 1949, 5 cents of which is deducted for 
the fund. 

Senator AtLorr. For the fund? 

Mr. Harr. Yes, sir; for the fund. 

Senator ALLorr. Now, I think you will want this in the record, and 
1 am doing this for you, Mr. Haft. 

Mr. Harr. Thank you. 

Senator AuLtorr. When you were before this committee in executive 
session, you quoted from a letter which you didn’t indicate the date 
of, but which you indicated was early in your representation, and 
you said—and I think this was to Mr. Wagner 

Dear ALDERMAN: When I called you in response to your telephone call to my 
office, you had already gone for the day. I am quite anxious to get a copy of 
the contract which was prepared to which the Tuck Pointers Union and the 
Tuck Pointers Association are party so that it can be qualified at the earliest 
possible moment. 

And you go on and testify and say— 


And after that, I had some telephone talks with Clarence. 

That is Mr. Wagner ¢ 

Mr. Harr. Yes. 

Senator Atitorr. And he said the election is coming up. He said 
call me after the election, This was April of 1952. He said call me 
after the election and we will get together and work it out. 

Now, that was 2 years, roughly, after you began your connection 
with the association ? 

Mr. Harr. Yes. 

Senator Attorr. Now, during that time, and after that, what spe- 
cific efforts did you make in behalf of the association to get a written 
agreement covering these funds and complying with the principles 
stated in 302 of the Taft-Hartley Act? 
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Mr. Harr. Well, I would say that I just kept in contact with the 
fund every so often: not too often. 

Senator ALiorr. With whom did you keep in contact 

Mr. Harr. Mr. Vokoun of the fund. 

Senator Doveras. Of the welfare fund ¢ 

Mr. Harr. Yes: the welfare fund. 

Senator AtLorr. Did you keep In contact with Mr. Gallagher ¢ 

Mr. Harr. No. 

Senator Attorr. Or Mr. Ryan, at the fund ‘ 

Mr. Harr. No. 

Senator Atxorr. The defense fund ? 

Mr. Harr. No; I never saw Mr. Ryan in my life until I saw him 
here last week. 

Senator Au.orr. Did you keep in touch with Mr. Wagner’ 

Mr. Harr. Just as I say, | made some phone calls to him, and we 
talked back and forth, and I want to correct this one thing. If that 
letter went to Clarence Wagner in April, we did have a council 
election in April. 

Senator AtLorr. I was re: ading from the testimony, sir. 

Mr. Harr. I thought it was in November. That is why I talked 
about an election in November. 

Senator ALLorr. Would you like to examine this ¢ 

Mr. Harr. No; I don’t think it is necessary. 

Senator Atxorr. April of 1952. 

Mr. Harr. Yes. 

Senator Dovenas. Council elections would have been in 1951. 

Mr. Harr. 1951? Well, there was some election; whatever it was. 
I am not in polities. 

Senator ALLOTT, Well, | am on page 37, for the record. 

On page 37, you stated, when he told you to call him after the 
election, you said, “This was in April of 1952.” 

Mr. Harr: Yes. 

Senator Attorr. Would you want to correct that now ¢ 

Mr. Harr. Well, I wouldn’ t—whatever I said. If I had been look 
ing at a letter then, whatever is written would be correct, because |] 
wouldn’t rely on my memory for something of that kind. 

I am not in politics in Chicago. I couldn’t tell you when they 
hold elections, until the parties start moving and we see all of the 

Seni itor Atnorr. You testified further when Senator Douglas asked 


do 


b 


you, “Between October of 1950 and Apr i 1952, vou had not seen or 
obtained a copy of the projected contract ?’ 

And you said, “That is correct. 

So during that time you must have been in negotiation with them 
in some way trying to get a copy. 

Mr. Harr. I would say “Yes. 

Senator Atvorr. May I have just a moment here, please? 

Senator Dovenas. Yes. 

Senator Atitorr. Mr. Haft, do I understand the situation to be that 
you did advise the members of your association, and that they simply 
neglected or refused to act upon the setting up of this trust fund, and 
seeing that they had representation on the fund? 

Mr. Harr. I would say “yes” to that. 


Senator Doveras. That is, you asked the employer members to act? 
You asked your clients to ac 49 
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Mr. Harr. In what respect, Senator ? 

Senator Doucias. That is, you asked the members of the Tuck 
Pointers Employers Association to take an active part in seeing that 
trustees were appointed ¢ 

Mr. Harr. No, I didn’t do that. There was no point in my asking 
the employers to act if there wasn’t a trust agreement properly set up, 
ora fund properly set up that they could act on. 

Now, if there had been that, there is no question about it. The 
employers would have acted. 

Senator Doveias. Did you point out to them that they might be in 
violation of the Taft-Hartley Act ? 

Mr. Harr. Well, not point blank, no. I told them that the fund 
must be qualified in certain respects, and I didn’t go into detail with 
them of the actual point by point requirements of section 302. 

Senator Doueias. Do you have any further questions ? 

Senator AtLorr. No, I don’t think so. 

Senator Ives. No, I have no questions. 

Senator ALLorr. Maybe we better ask you one question. Excuse me, 
Mr. Haft. 

You had no union contract; you had no contract with respect to 
these funds. What pressure would cause a group of employers to 
pay out such tremendous sums as were paid out without any kind of 
a written contract or any kind of an understanding as to what dispo- 
sition was going to be made of those funds ? 

Mr. Harr. Well, personally, I know of none. I do know this: 
That when one or some of our members were behind in the fund, when 
they didn’t keep it up regularly, a telephone call to that one member 
would sort of promptly bring in the money; not us. I mean the 
union would telephone that member or telephone that contractor and 
say, “Now look, you are behind; bring that money in.” 

I mean, words to that effect. Then it was paid. 

Senator Ives. You indicated, Mr. Haft, that there were certain 
members of your association who were not contributing to this fund; 
is that correct ? 

Mr. Harr. So I understand. 

Senator Ives. Would you enlighten us a little bit on that? 

Mr. Harr. It is just something I can’t enlighten you on, Senator. 

Senator Ives. You don’t know which ones they were who weren’t 
contributing ? 

Mr. Harr. Some would come to the meeting and they would say, 
“T haven’t paid a quarter.” 

Another would say, “I pay regularly.” Another one would say, 
instead of paying monthly, or whatever the situation is, they would all 
pay just as they liked, apparently. 

Mr. Leece. Mr. Haft, the ones that commented that they hadn’t 
paid a quarter obviously were not contributing at all. They were 
something more than just being delinquent. They were just not 
contributing ? 

Mr. Harr. I would say from what I understand, they weren’t con- 
tributing. 

Mr. Leecr. Was that pursuant to any arrangements they had with 
Mr. Gallagher ? 
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Mr. Harr. I couldn't tell you that, and another thing, I don’t know 
if they were telling the truth. They might have been saying things 
that just weren’t exactly so. 

Mr. Leece. Didn’t that put other members of the association at 
somewhat of a disadvantage where you had some members of your 
association contributing to this program and others not contributing 
at all? 

What action was taken against those employers by the association ? 

Mr. Harr. The association did nothing about it. The association 
didn’t enforce or didn’t do anything about it. 

Mr. Leecz. Even though some members of the association admit 
tedly were not contributing / 

Mr. Harr. That is what they said. 

Senator Ives. Didn't that create some ill will among those who were 
contributing ? 

Mr. Harr. I don’t think so. 

Mr. Leece. Did those contractors who were not contributing repre 
sent the larger contractors in the association ? 

Mr. Harr. I would say “No.” 

Senator Doveras. That is all, Mr. Haft. 

The next witness is Mr. Carl Lundgren, who is president of the 
Tuck Pointers Association. 

Mr. Lundgren, will you raise your right hand ? 

Do you solemnly swear that the testimony which you are about to 
give will be the truth, the whole truth and nothing but the truth, so 
help you God ? 


TESTIMONY OF CARL LUNDGREN, ELMHURST, ILL. 


Mr. Lunperen. I do. 

Senator Doveras. We are sorry you had a death in your family. 
We appreciate your coming to testify. 

Mr. Lunperen. Thank you. 

Senator Doveias. Would you give your name and address and of- 
ficial connection with the Tuck Pointers Association ? 

Mr. Lunperen. Car] Lundgren, Elmhurst, Ill., and I am president 
of the Contractors Association, the Tuck Pointing Contractors As- 
sociation. 

Mr. Lerce. Would you describe generally, Mr. Lundgren, the na- 
ture of the relationship between the association and local 52 with spe- 
cific reference to the welfare fund ? 

Mr. Lunperen. Initially the collective bargaining was done be- 
tween the association and the union. 

In 1949 the 5-cent fund was set up. And in 1950 the 714-cent fund 
was set up. From that date it has been paid to the best of my know]- 
edge by the great majority of the members and has continued as such 
to this date. 

Mr. Leece. And that is pursuant to no formal agreement of any kind 
as far as you know? 

Mr. Lunporen. No. We have asked the union countless times for 
a written wage agreement. And we have never received one. 

Mr. Leece. There is no trust agreement, then, governing the oper- 
ation of this fund ? 
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Mr. Lunporen. None that I know of. 

Mr. Lerce. You have 50 members in your association ? 

Mr. LunpGren. Yes, sir. 

Mr. Leece. All of whom contribute to this program ? 

Mr. Lunperen. As far as I know, I have heard the same stories that 
Mr. Haft has of various members saying they have not paid anything. 
The ones I recall hearing were the smaller members. 

As a matter of fact, “before coming to this hearing, I called three 
of those to check. And they told me ‘at that time that they were pay- 
ing. It was just rumor that they were not paying in, they said. 

Mr. Lerce. Do any of the members of your association participate 
in any way in the administration of the program ? 

Mr. Lunperen. No, sir. 

Mr. Lerce. Have you ever tried to? 

Mr. Lunperen. We have instructed Mr. Haft to follow every pro- 
cedure possible to get cooperation from the union. And, as far as 
we can determine, he has never received such cooperation. 

Mr. Leece. But you have never acted independently of Mr. Haft? 

Mr. Lunperen. No, sir. 

Mr. Leece. As an employer or as an association ? 

Mr. Lunperen. Personally I have talked at dinners with Mr. Gal- 
lagher asking if we were ever going to get a written agreement. And 
he told me, “Go talk to your lawy er.” 

Senator Arzorr. He told you what ? 

Mr. Lunperen. To go talk to my lawyer, sir. 

Mr. Lerce. Have you ever received a financial accounting of any 
kind from Mr. Gallagher concerning the operation of the fund ? 

Mr. LUNDGREN. None, sir. 

Mr. Lercr. Do you have any idea as to the benefits being paid to 
your employees? 

Mr. Lunperen. I know of several men who have received small 
amounts from the union. 

Mr. Lerece. When you say “small amounts,” would you be more 
specific ? 

Mr. Lunperen. One boy who was injured—as a matter of fact, 
still + recovered—I believe received a total of $200 from the fund. 

Mr. Lercr. Now, have you been advised by anyone as to the legal 
consequences of your contributions to a fund set up in the fashion 
that this one has been set up ? 

Mr. Lunperen. Only to the extent that Mr. Haft said that he should 
continue to do everything possible to get the union to cooperate with 
us; that the fund was not being administered properly, but we were 
at a dead end as long as we could get no cooperation from the union. 

Mr. Lerce. Did Mr. Haft advise you formally that you were in 
violation of the Taft-Hartley Act as long as you continue to make 
these contributions ? 

Mr. Lunperen. Never that I can recall. 

Mr. Lerce. Did you realize that you were in violation of the Taft- 
Hartley Act? 

Mr. Lunperen. Prior to the beginning of these hearings, I had no 
ideas along that line at all. 

However, since the hearings have begun, I have had my doubts 
on it that we might be. 
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However, I would like to add this: At one point we had a strike in 
1952. The question was put before the group as a whole to a mem- 
ber of the Wage Stabilization Board, who had come out from Wash- 
ington, by the name of Murphy. 

One of our members from the floor asked him what we were going 
to do about this 714-cent fund; that Mr. Gallagher had not sat down 
and had the legal arrangements worked on. 

Mr. Murphy at that time said he does not need any such O. K., or 
any such legal agreement. He said “You continue to pay into the 
fund.” 

That was in the presence of over a hundred members of the con 
tractors’ association and representatives of the union who were present 
at that meeting. 

Mr. Leece. Did you talk to Mr. Miller while Mr. Miller was in 
Chicago 4 

Mr. Lunperen. No, I did not. 

Mr. Leecr. You knew, however, that the fund was under investiga 
tion, did you, at that time? 

Mr. Lunperen. Yes, sir. 

Mr. Lerece. Through whom did you learn that ¢ 

Mr. Lunperen. Mr. Gallagher gave us the first indication of that 
at our annual dinner where he and several union representatives were 
guests. He approached me and other members and asked to have a 
meeting with us, because he was having some trouble. 

Mr. Lerce. Specifically what trouble ¢ 

Mr. Lunperen. Well, we heard nothing further at that time. He 
arranged a meeting later through our attorney. And he told us at 
that time that they were investigating his welfare fund and the so 

called defense fund. 

Mr. Lrece. Did he make any requests of you or your counsel ? 

Mr. LUNDGREN. Yes. He asked us to submit a letter stating that 
the w age was $3.60 an hour rather than $3.5214 an hour. 

Mr. Leece. Which would make the 714-cents contribution by the 
employers actually a wage increase if you had adopted his proposal ? d 

Mr. Lunpcren. Well, | believe the purpose was to show that it was 
an employee contribution rather than an employer contribution. 

Mr. Leece. What action was taken by the association ¢ 

Mr. Lunperen. We refused to submit such a letter. And it was 
dropped there until the hearings came up. 

Mr. Leecr. Why have you continued to make contributions to this 

fund in the light of the knowledge you had concerning the operation 
of the fund? You have stated that you made repeated efforts to try 
to get the fund set up on a sound and legal basis. 

Ww hy did the fifty-some-odd me .mbers of your association continue 
to feel that it was necessary to make contributions under the circum- 
stances which have been related heretofore ? 

Mr. Lunperen. I believe that the members were afraid not to make 
the contributions for fear of losing their men. 

Mr. Leece. Well, were such threats ever registered with you or any 
other member of ro association ¢ 

Mr. Lunperen. I don’t know of any actual instances where they 
were given either verbally or written. To my mind the threats were 
implied rather than anything else. 
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Mr. Lerce. Well, you have made a statement, Mr. Lundgren, that 
you had been ativiead that you were probably in violation of the law. 
You have 50 members in your association. ‘And in spite of that, you 
continued to make contributions which in the aggregate amounted to 
something over $300,000. 

That is a great deal of money. And you say that you continued to 
make those ‘payments because you were afraid that if you did not, 
you would not have a work force? 

Mr. Lunveren. That is right. 

Mr. Lerce. My question is simply this: What caused that fear / 

Mr. Lunperen. To put my finger on it, 1 cannot point to any 
concrete instance perhaps; but in every discussion that came up at the 
association, the general agreement was among the members that 
nobody had better dare to stop paying the fund or they would lose 
their men. 

So, the feeling was present in practically all of the members. 
Where it initiated I don’t know. But it was definitely there. 

Senator Doveras. Did you ever hear such a definite threat being 
made ¢ 

Mr. Lunperen. Personally, no, I never did, sir. 

Mr. Leece. It must have been something more than an implied 
threat, though, Mr. Lundgren. This is $ $300,000 involved here. Most 
of your employers, as I understand it, are small employers? 

Mr. Lunperen. That is right. 

Mr. Leece. The moneys that are being contributed represent a 
charge against their costs of business oper ation. 

An implied threat would not seem to me to be sufficient motivation 
for the action that the members of the association continued to take. 

Mr. Lunpceren. Well, we have had that all along, for example, in 
our bargaining and wage scales. It was “Accept the union demands 
or lose your men.” 

There was never really any collective bargaining in that sense; 
they just told us what they wanted, and that is exactly what they got. 

Mr. Lerce. At the time you started to make these contributions, 
‘an you describe the arrangements generally ? 

For instance, by what authority did you begin to make these con- 
tributions ? 

Mr. Lunperen. Well, I have photostatic copies of the letters that 
Senator Allott asked me to bring. Those were in September of 1949. 

The first letter was read before. It stated that the wage scale was 
$2.60 an hour, 5 cents of which is deducted for the fund. 

Then in October, stating how the fund had been set up, and the 
checks should be made payable to 908 West Monroe Street, to the union 
there. 

And then on October 10, 1950, we received a letter signed by Mr. 
Vokoun to the effect that the welfare fund had been set up and showing 
the procedure that we should follow to send that 714 cents in. 

Mr. Leece. The association agreed to contribute at a meeting of the 
association ? 

Mr. Lunporen. Yes, sir. 

Mr. Leecr. Was Mr. Gallagher present at that meeting? 

Mr. Lunperen. I was not present at that time, nor was I very 


active in the association. I was a member, but I did not attend meet- 
ings. 
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Mr. Lerce. Did Mr. Gallagher make any representations to you con 
‘erning contributions made by you as an employer ‘ 

Mr. Lunperen. I was given the cards that my men received. Or | 
believe it was a letter like this. Iam not certain on that. That letter 
showed what the new wage scale w 

Mr. Leece. Did you discuss it with Mr. Gallagher as an employer ¢ 

Mr. Lunperen. No; I did not. 

Mr. Leece. Did the members of your association ¢ 

Mr. Lunperen. I believe they did in session with him, although I 
am not certain of that. 

Mr. Leecr. Were you present at that session ‘ 

Mr. Lunperen. No; I was not. 

Mr. Lerce. May I ask if Mr. Haft was present at that session / 

Mr. Harr. No 

Mr. Leece. Are you still making contributions ? 

Mr. Lunperen. We have not made our last payment. But we have 
all the data on it. I have held it up simply because of this investiga- 
tion, to see what happens. I have not sent the checks in. 

Senator Dovenas. Mr. Lundgren, to the best of your knowledge, 
are there members of your association who are not mi aking contribu- 
tions of 714 cents an hour to the welfare fund or the deductions from 
employees’ pay of 5 cents an hour? 

Is that question clear? 

Mr. Lunporen. Yes, sir. 

Senator Doveras. Are there members who are not making those 
contributions or deductions ? 

Mr. Lunperen. I have heard the same rumors that Mr. Haft has. 
And, as I stated, in an effort to trace them down I called three of 
the men who supposedly were not paying. And I found out that 
they are paying. Be, I have no concrete proof of anybody not paying. 
[I have heard the rumors, but I have not been able to find out if it is 
true or not. 

Senator Dovanas. Well, there we would have the problem of the 
admissibility of hearsay evidence. 

Senator Axxorr. He can testify of his own knowledge that he 
checked on the three members that he heard were not paying and found 
they were paying. 

Mr. Lunvoren. I might add also that Mr. Gallagher told me per- 
sonally that everyone was paying now, because I asked him at that 
time if there were some who were not paying because it would be 
unfair to the rest of us. And he said “No” they were all paying now. 

Senator Dovctas. I am going to rule that hearsay is not admissible. 

Senator Atvorr. I will bring this down to this specific thing: that 
you had heard that there were some members who were not paying. 
And you had heard some specific names mentioned in connection w ith 
that. 

Mr. Lunporen. That is right, sir. 

Senator Atiorr. You called those three specific persons and found 
out or ascertained that ae were making payments? 

Mr. Lunperen. Yes; I did. 

Senator ALLOTT. Now, I want to go back to your testimony before. 

You were asked concerning whether you had any knowledge of 
are al threats, and you od that you had no personal knowledge 
of that. 
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Mr. Lunpveren. That is right. 

Senator ALiorr. But that at some of your meetings you had heard 
other people make statements to that effect 4 

Mr. Lunperen. Yes, sir. 

Senator Atvorr. And then Senator Douglas asked you a question 
and you answered : 

I would say it has just been a matter of every member that I know, with per- 
haps a few exceptions, having been afraid not to. 

Senator Douglas said, “Afraid ?” 

You said, “Yes, sir.” 

Senator Douglas said, “Of what were they afraid ?¢” 

And then you said, “I don’t know of any physical threats. I think 
the big threat is the fact that they were afraid of being put out of 
business.” 

Mr. Lunperen. That is right. 

Senator AL.orr. And, of course, the complete withdrawal of labor 
from you or anyone else would put you out of business ¢ 

Mr. LunpGren. Immediately, sir. 

Mr. Lerce. Now, you m: ade these payments of 714 cents over a — 
of years. And during all of that time, you were under the same fea 
that you would be put out of business if you did not make it ? 

Mr. Lunparen. That is correct. 

Senator AnLorr. And you did not have a written contract either in- 
dividually or through your association with the union for wages or 
otherwise, did you ? 

Mr. LunpeGren. No,sir. We had none. 

Senator Antnorr. Did you not have a written contract or a trust 
agreement with respect to the 7144 cents fund or the 5 cents fund? 

Mr. Lunporen. No, sir: we did not. 

Senator ALLorr. Now, you did not make a checkoff for union dues? 

Mr. Lunperen. No, sir. 

Senator ALtLorr. You do not know whether the 5 cents then goes to 
union dues, or goes for union dues, or whether it goes to some other 
fund ? 

Mr. Lunporen. Well, the only knowledge I would have of that, sir, 
is the fact that the checks are made payable to the local fund rather 
than tothe local itself. 

Senator AntLorr. But you have no knowledge of that fund or its 
uses ? . 

Mr. LunpeGren. No, sir. 

Senator Anxtorr. I believe you stated before that you did know of 
some men who had been paid benefits ? 

Mr. Lunperen. Yes, sir. 

Senator Atnorr. Out of that fund ? 

Mr. Lunperen. Yes, sir. 

Senator Antorr. But you do not have in your possession or in the 
association’s possession—TI say you as an individual—any criteria or 
standards or rules or bylaws for the payments of benefits ? 

Mr. Lunperen. None. 

Senator Atiorr. So that as far as you are concerned, both as an 
individual employer and as a president of the association, you have no 
means by which you could enforce on behalf of an individual em- 
ployee the payment of benefits ? 
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Mr. LunpGren. No, sir. 

Senator ALLorr. Of any type / 

Mr. Lunperen. That is right. 

Senator ALLorr. One other question : You carried, I believe, in 
your own personal business, the 714 cents as a business expense / 

Mr. Lunperen. Yes, sir. 

Senator ALtuorr. And the 5 cents was charged as a part of wages 
and charged against the man’s individual account ¢ 

Mr. LunpeGren. Yes, sir. 

Senator Atiorr. Although you do not have any authority from the 
men individually to do that? 

Mr. LunpGren. Not from the individual. 

Senator ALLorr. Nor from the union ? 

Mr. Lunpcren. Well, we have the letter from the union. These 
copies I am referring to. That was the instruction we received. 

Senator At.torr. The directive from the union, in other words? 

Mr. Lunperen. Yes; that is correct. 

Senator At torr. I am not sure whether this was brought out; but 
as far as you know neither you individually for your own company, 
nor have any members of the association ever met with Mr. Gallagher, 
Mr. tyan, Mr. Vokoun, or any other people associated with these 
two funds for the purpose of administering them or for the purpose of 
providing the rules and regulations and criteria under which those 
funds would be administered and dispensed ? 

Mr. Lunperen. No, sir; I know of none. And I am sure I would 
know if any such meeting had been held. 

Senator Atvorr. I only want you to go as far as your own know!l- 
edge, sir. 

Mr. Lunperen. All right. I have no knowledge of that whatsoever, 
sir. 

Senator Atvorr. And in addition to that, you have never received, 
either as an individual employer or as an officer of the association or 
in behalf of the association, any accounting of any type or manner on 
either one of these funds? 

Mr. Lunperen. No, sir. 

Senator Atvorr. I think that is all. 

Mr. Harr. There is one point that I would like to make clear. 
The Senator said we ales in $350,000. It wasn’t only the associa 
tion members who paid ; but there are approximately 200 tuck pointers 
in Chicago. And I would say that 90 percent of those tuck pointers 
are under contract with the union. And they also make contributions. 

The employers I am talking about now. 

So, it wasn’t just these 50 members of the association who paid in. 

Mr. Lerece. The record will stand corrected. 

Senator Atiorr. May I ask you a couple more questions, sir? 

First, do any of the members of your association, to your knowledge, 
including yourself, pay sick or injured employees any money other 
than what they might receive from one of these funds? 

Mr. Lunperen. Do the employers ’ 

Senator Annorr. Yes. 

Mr. Lunperen. I know of none. 

Senator Attorr. Have there been any labor disputes resulting in 
strikes between members of the association and the union during this 
period since 1942 when vou did have a written contract ? 
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Mr. Lunperen. Yes, in 1952 we had a strike. 

Senator Atiorr. Have these strikes been general or limited to em- 
ployers who had not signed ¢ 

Mr. LuNpDGREN. The strikes were against those members who did 
not go down to the union and sign an agreement that they would pay 
a 4 21 /y- cent wage increase. 

Senator Atxorr. It was solely on the basis of a wage increase ? 

Mr. Lunporen. Yes, sir. 

Pardon me, sir. There were other points in dispute. But they 
were in regard to working conditions and areas, and so forth. 

Senator “AL torr. You say “go down to the union.” Didn’t the mem- 
bers of your association ever meet with the union on any impartial 
ground or on any neutral ground to negotiate ? 

Mr. Lunporen. Yes. Ww e had a general meeting with not only the 
contractors of our association but all of the contractors in Chicago 
were invited. 

At that meeting we had union representatives present, and this gen- 
tleman from the Wage Stabilization Board in Washington was pres- 
ent. And we met there. And we were told flatly that the strike 
would continue until everybody had signed up. Those members who 
had already signed would be allowed to work; the rest of us would 
not. 

Senator AtLorr. Were they small employers or larger employers ? 

Mr. Lunperen. No. Quite a few of the larger members signed up 
as well as some of the smaller ones. 

Senator Atiorr. Do you individually in your company carry any 
kind of insurance for your employees ? 

You heretofore testified that you did not pay them any benefits 
for health, accident, and so forth. Do you carry any insurance for 
them ? 

Mr. Lunperen. Yes, we do. We have Blue Cross. 

Senator Attorr. Just Blue Cross. Not Blue Shield? 

Mr. Lunperen. Just Blue Cross. 

Senator ALuorr. a you carry any additional? 

Mr. Lunperen. No, that is the only one. 

Senator Arzorr. Do you know how general this practice is among 
the members of your association ? 

Mr. Lunperen. I would only be guessing there, sir. I have heard 
several mention that they have it because the question came up that 
we would have to drop it when the union finally had a definite plan. 
So, I know of several. But as to how many have it I would be guessing 
as to the number. 

Senator Atiorr. It would not be a hundred percent ? 

Mr. Lunnveren. No, I don’t believe so. 

Senator Atnorr. I think that is all. 

Thank you, sir. 

Senator Doveras. Thank you, Mr. Lundgren. 

The next witness is Mr. John P. Ryan. 

Would you come forward, please? 

Mr. Ryan, would you raise your right hand? Do you solemnly 
swear that the testimony which you are about to give is the truth, the 
whole truth, and nothing but the truth, so help you God ? 
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Mr. Ryan. I do. 
Senator Doveuias. \Vould you sit down and give your name and ad 
dress and your position in local No. 524 

Mr. Ryan. I am secretary and treasurer of local No. 52. 

Mr. Lerce. How long have you been associated with the local, Mr. 
Ryan ¢ 

Mr. Ryan. I have been secretary and treasurer going on 16 or 17 
years. 

Mr. Leece. Is that an elective office ? 

Mr. Ryan. It was at that time; yes, sir. 

Mr. Lerce. Do you have any duties in connection with the adminis 
trative operation of the welfare fund of local No. 52? 

Mr. Ryan. I do not. 

Mr. Leece. You have nothing at all to do with the receipt of claims 
from the members of local No. 52 or the payment of benefits ? 

Mr. Ryan. I do not. 

Mr. Lexece. Do you have any duties in connection with the operation 
of the so-called defense fund about which we have had testimony 
earlier / 

Mr. Ryan. I do not. I know it comes into our office; but I have 
nothing to do with it. 

Mr. Leece. You mean the contributions for this 5 cents an hour 
come into your office ? 

Mr. Ryan. Yes, sir. 

Mr. Leece. As I understand it, Mr. Ryan, those funds are main- 
tained in the bank account of the Mercantile National Bank of 
Chicago? 

Mr. Ryan. Well, that I couldn't tell you. I never deposited them. 
Eleanor Sielski used to do that. 

Mr. Leece. Well, the record will show that the signatures of your 
self and Mr. Edward J. Gallagher are required before any disburse 
ments or any payments can be made from that fund. 

Mr. Ryan. On that nickel an hour? 

Mr. Lerce. Yes. 

Mr. Ryan. Well, I told you I signed blank checks. I always had 
the checks made out. I didn’t know what they were made out for. 
Mr. Gallagher signed them last. 

Senator Dovenas. You would sign blank checks without knowing 
the purpose for which the checks were to be made out? 

Mr. Ryan. Senator, I have been working outside all the time until 
the 1st of July of 1954. Then I came in the office. I worked outside 
before that for tuck-pointer contractors for 46 years. 

Senator Doveras. That wasn’t responsive to my question. I in- 
quired if you would sign blank checks without knowing the purpose 
for which those checks were to be issued ? 

Mr. Ryan. Well, I was asked to sign the checks when I was work- 
ing. And then the girl would make them out. 

Senator Dovcias. Who would ask you to sign those checks? 

Mr. Ryan. Mr. Gallagher asked me to sign them. 

Senator Dovetas. So you would sign these checks without knowing 
to whom they were issued or for what purpose ? 
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Mr. Ryan. That is right. Some of them; yes, sir. 

Senator Dovugias. Would you know what amounts they were to be 
issued for ? 

Mr. Ryan. Well, the ones I signed were for $50 up to$100. IT signed 
checks for that amount. 

Senator Doucias. We have had testimony that some of these checks 
were for $10,000, $5,000, $6,000, $2,500, $1,500, $1,000, and so on. 

Mr. Ryan. I don’t know anything about those checks at all. 

Mr. Conren. Senator Douglas? 

Senator Doveias. Would you give your name, sir. 

Mr. Conen. Nathan Cohen. I am here as attorney for Mr. Ryan. 

| believe it was established in executive session the extent of Mr. 
Ryan’s formal education and his difficulty in understanding some of 
these things. 

Now, he stands here in great peril. He has testified in executive 
session to the best of his ability. And if I may be permitted to do so, 
Senator, with all due respect to this committee, I would like to assist 
wherever I can in explaining to Mr. Ryan the bases or the purpose of 
some of these questions. 

Senator Dove as. You have the right to advise, but not the right 
to coach. 

Mr. Conrn. I wouldn’t do that in any sense of the term. 

Senator Dovueras. You have the right to advise with witness but 
not the right to coach him in what his reply shall be. 

Mr. Conen. I understand that. And I shall not do so. 

Mr. Leece. If I understand it properly, Mr. Ryan, you have been 
working outside as a building cleaner and calker? 

Mr. Ryan. Yes, sir. 

Mr. Leece. Until the middle of 1954? 

Mr. Ryan. Until the 1st of July of 1954, when I took office, or when 
1 went into the office down there. 

Mr. Lerce. Now, this fund account was opened in 1949? 

Mr. Ryan. That is right. 

Mr. Leece. And it was : that time that the bank account wa 
anenes with the Mercantile National Bank in the name of local No. 

2, Pointers, Cleaners, and Caulkers fund ? 

Mr. Ryan. Yes. 

Mr. Leece. At that time the signatures of yourself and Mr. Gal- 
lagher were certified to the bank as being required before any pay- 
ments could be made from that fund. 

Now, it was during that period that you were not coming into the 
office of local 52 daily? ? You were working on jobs in and around 
Chicago? 

Mr. Ryan. That is right. 

Mr. Lerce. At the pr esent time, as I understand it, there are three 
people who spend the major part of their time in the office? 

Mr. Ryan. That is right. 

Mr. Lxrcr. Now, will you name these people, please, sir? 

Mr. Ryan. Well, there is Mr. Gallagher. That is Edward Gal- 
lagher. He is president. And there is the girl, Eleanor. And my- 
self. That is, when I come in. That is the only two I know of that 
have anything to do in there. 

Mr. Lexce. But you have been coming into the office since the middle 
of 1954 every day? 
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Mir. Ryan. That is right. 

Mr. Leece. Prior to that time only Mr. Gallagher and Mrs. Sielski 
were in the office ? 

Mr. Ryan. That is right. 

Mr. Lerce. Now, you have heard testimony here this morning, Mr. 
Rvan. and a review of the bank records which are maintained in this 
account ? 

Mr. Ryan. I have heard it; yes. 

Mr. Leece. The bank which maintains this account suggests that 
over the past 4 years there were disbursements or payments made 
from that fund account totaling somewhere in the neighborhood of 
$136,000 in checks ranging from $500 to $10,000, all of them in even 
amounts—$1.000, $2,000, $3,000, up to $10,000. 

Mr. Ryan. Yes. 

Mr. Lerce. My question to you is: Did you sign those checks ¢ 

Mr. Comen. M: ay I state this: I don’t believe the question is com- 
pletely fair to the witness because he is being asked a blanket question 
about numerous checks. 

Mr. Leece. I will withdraw the question, Mr. Cohen. 

May Task you this, Mr. Ryan: Do you recall at any time being given 
a check in the amount of between $1,000 and $10,000 for your signa- 
ture é 

Mr. Ryan. No, si 

Mr. Leece. You do not / 

Mr. Ryan. No, sir. 

Mr. Lerce. Since withdrawals from this account require the pres 
ence of your signature and Mr. Gallagher's signature, do you have any 
way of ‘explaining how those chee ks. could have been drawn against 
that account without your signature / 

Mr. Ryan. Well, the way I understood it was my signature on the 
fund checks didn’t mean anything. Mr. Gallagher’s signature was the 
main signature. 

Mr. Leece. Have you signed checks as an officer of this union ¢ 

Mr. Ryan. For our union checks; yes. 

Mr. Lerce. Will you tell us generally the process that you follow 
in signing these chee ks 2 

Mr. Ryan. Signing them ? 

Mr. LEECE. Yes. 

Mr. Ryan. Well, at the time the checks are made out I look and see 
what they are. 

Mr. Leece. Have you signed any checks that have not been executed 
or written where the amount of mone y was on the check at the time 
you signed it? 

Mr. Ryan. Not on our union checks, no. 

Mr Leece. Any checks? 

Mr. Ryan. Well, like I said to you before—lI can’t say it any plainer: 
! have signed some blank checks there. 

Mr. Leece. You signed blank checks / 

Mr. Ryan. Yes. 

Mr. Leece. At whose request ? 

Mr. Ryan. Mr. Gallagher asked me to sign checks. When I was 
working—he asked me up until a month or so ago to sign them. 

Mr. Leece. He would call you into the oflic ‘e? You were outside 
working at that time? 
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Mr. Ryan. That is right. 

Mr. Leece. He would call you in; is that the idea? 

Mr. Ryan. No. He would send them out on the job to me. 

Mr. Leece. Send the checks out ? 

Mr. Ryan. Yes. 

Mr. Lerece. And then you would sign your name on the checks? 

Mr. Ryan. That is right. 

Mr. Leece. And then the checks would be sent back to Mr. Galla- 
gher at the union headquarters ¢ 

Mr. Ryan. That is right. 

Senator Doveias. But you have been in union headquarters since 
last year! 

Mr. Ryan. Since 1954. July 

Senator Dovucias. But you were signing these checks in this way up 
until a month ago? 

Mr. Ryan. I have been signing them right along. 

Senator Dovenas. So, you were signing the checks in this w ay for 
some period of time during which you were in the union office ? 

Mr. Ryan. That is right. 

Senator AtLorr. Mr. Ryan, what is your salary ? 

Mr. Ryan. The union salary ? 

Senator ALLorr. Yes. 

Mr. Ryan. A hundred and twenty-five dollars a week. 

Senator ALLorr. What is Mr. Gallagher’s salary ? 

Mr. Ryan. $125 a week, as far as I understand. 

Senator AtLtotr. Do you have an expense account in addition to 
this ¢ 
Mr. Ryan. I have no expense account. 
Senator ALLorr. Do you know whether he has an expense account ¢ 
Mr. Ryan. That I don’t know. 
Senator AtLorr. Have you ever signed any checks for an expense 
‘count for him on the fund ? 
Mr. Ryan. I can’t recall any. 
Senator Atiorr. Or salary for him on the fund ? 
Mr. Ryan. On the fund? 
Senator AtLorr. Yes. 
Mr. Ryan. I can’t recall any on that. 
Senator AtLorr. Did you ever sign a check for yourself for salary 
on the fund? 

Mr. Ryan. I can’t recall that. 

Senator AtnLorr. Did you ever sign a check for moneys for yourself 
on the fund, not a salary but moneys which you received on the fund? 

Mr. Ryan. Money that I received you mean ? 

Senator Atuorr. Yes. 

Mr. Ryan. Can you ask that 

Mr. Conen. May I be ef assistance to him ? 

Senator Atiorr. Yes. 

Mr. Conen. I don’t mean to be presumptuous; but if I may add to 
your question : 

You are asking whether he signed checks on the fund, the proceeds 
of which were used for him personally ? g 

Senator AtLorr. Yes. 

Mr. Ryan. No, I did not. 
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Senator ALiorr. Now, what were your duties in the office, Mr. Ryar 

Mr. Ryan. Secretary and treasurer duties 

Senator ALuLorr. Yes. 

Mr. Ryan. Well, 1 used to come in the office. | answered the tele 
phone more than anyone else—men looking for Jobs, if they are ou! 
of work, and call up for a job. That is what I did around the tu 
pointe rs union, 

Senator ALLorr. Now, did men make claims for compensation 
benefits through your office / 

Mr. Ryan. They did, yes. 

Senator ALLorr. Your members / 

Mr. Ryan. Yes. 

Senator Atvorr. Did you have a form upon which they made su 
a claim, a regular form / 

Mr. Ryan. No. They just brought in bills, doctor bills. 

Senator AtLorr. And who made the determination as to whether 
they would be paid or not 4 

Mr. Ryan. Mr. Gallagher did all that. 

Senator ALLorr. Did you not do that yourself / 

Mr. Ryan. No, sir. 

Senator AtLorr. Did Mrs. Sielski ever made that decision / 

Mr. Ryan. Not to my knowledge. She couldn’t make that decis‘o1 

Senator At.orr. It was left entirely to Mr. Gallagher. 

Mr. Ryan. That is right. 

Senator AtLorr. Were there any rules and regulations in your oflice 
which provided how much a man should be paid under certain cir 
cumstances out of this fund ¢ 

Mr. Ryan. No, sir; there wasn’t; not to my knowledge on that. 

Senator Atntorr. When I say “fund,” I am talking about the 5 
cents an hour which was administered from your union headquarters 
on Monroe Street; is that right ? 

Mr. Ryan. That is right. 

Senator Anttorr. Mr. Ryan, I believe you told me the other day that 
you had a fourth-gr ‘ade education. 

Mr. Ryan. That is right, sir. 

Senator Annorr. And you have never had any business or account 
ing experience ¢ 

Mr. Ryan. That is right, sir. 

Senator Atuorr. You were a tuck pointer worker, yourself, for 
these many years, and you have never had any experience in operat 
ing your own business? 

Mr. tYAN. No, sir. 

Senator Atnorr. And you consider Mr. Gallagher your boss in this 
situation ? 

Mr. Ryan. Well, I do; yes, sir. 

Senator Atiorr. If he asked you to sign a check, did you ever, as 
treasurer of the union, with the responsibilities that it carried with it, 
refuse to sign a check for him? 

Mr. Ryan. If he ever asked me to sign a check did I refuse to 
sign ? 

Senator Annorr. Yes. 

Mr. Ryan. No, sir; I didn’t. 

Senator Auxorr. Did you ever question whether it should be signed 
or not! 
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Mr. Ryan. No, sir; I didn't. 

Senator ALLorr. Now, as to the keeping of the books, did you have 
any knowledge of how much there was in this fund from month to 
month ¢ 

Mr. Ryan. No, sir; I didn’t. The girl took care of all that. 

Senator Doue.as. She did not submit a statement to you showing 
what the balance was, what the payments had been / 

Mr. Ryan. No, sir; she did not. 

Senator AtLorr. Did you ever see the canceled checks as they were 
returned to the office or have an opportunity to examine them ? 

Mr. Ryan. No, I did not. I knew they came in, but I never ex- 
amined them. 

Senator ALLorr. You were treasurer and you knew that was your 
duty, didn’t you? 

Mr. Ryan. Well, 1 guess 1 did; yes, sir. 

Senator Antvorr. Did you ever know what sums were transferred 
into the account from other sources / 

Mr. Ryan. No, sir: I did not. 

Senator Atiorr. Did you have any knowledge of what sums came 
into the account each month from this 5-cent deduction per hour? 

Mr. Ryan. No, sir; I did not. 

Senator ALLorr. Do you know how many employees you have pay- 
ing into that account / 

Mr. Ryan. Around 900, I figure. 

Senator AtLorr. Who appomted you treasurer of this union 4 

Mr. Ryan. Well, I was voted treasurer. That is, 16 years ago I 
was voted treasurer. 

Senator AtLorr. Do you have regular elections? 

Mr. Ryan. We have elections. That is, very few members come 
down. Whoever does come down, we always have a meeting every 
month. 

Senator AtLorr. You have a meeting every month? 

Mr. Ryan. Well, every 2 weeks we have a meeting. Two meetings 
a month. 

Senator ALtuorr. Do you have any bylaws of your union which pro- 
vide for regular elections? 

Mr. Ryan. Well, we go by the bricklayers bylaws. 

Senator AtLorr. But you don’t have any of your own? 

Mr. Ryan. We have no bylaws of our own. 

Senator AtLorr. Do you send notices to your members when you 
have an election of officers ¢ 

Mr. Ryan. We do. 

Senator ALtitorr. How far in advance does that notice go out? 

Mr. Ryan. Oh, I judge a couple of weeks or so before election. 

Senator Atitorr. Do you send those yourself? 

Mr. Ryan. The girl sends them out. 

Senator Atvorr. As a matter of fact, you have stayed in there sort 
of by consent for these last 16 years; is that right? 

Mr. Ryan. Well, you might call it that, sir. 

Senator Attorr. Has there ever been anyone nominated to oppose 
you in these 16 years as secretary-treasurer / 

Mr. Ryan. Yes, 1 year. 

Senator Attorr. When was that? 
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Mr. Ryan. Well, that I don’t remember. | would say that w 
about 12 years ago. 

Senator Atiorr. When were you last elected / 

Mr. RYAN. Well. to my knowledge, I would Say about 17 years ago, 
16 or 17 years ago. 

Mr. Conen. I am afraid he misunderstood last for first, Senator. 

Senator Atiorr. Go ahead, Mr. Cohen. 

Mr. Conen. When were you last elected, Mr. Ryan? 

Mr. Ryan. I would say about 10 years ago. 

Well, let me get you straight. When was I last elected? We have 
election of officers every 4 years, I guess it is. 

Senator Atiorr. All right. 

Now you tell me when you were last elected. 

Mr. Ryan. Well, I will say that would be 4 years ago. 

Senator AtLorr. Are you due for reelection now 4 

Mr. Ryan. I guess in about another year or two. 

Senator Atxorr. If you were last elected 4 years ago, and you are 
up for electon in a year or two, that would make your term of office 
6 years. 

Mr. Ryan. Well, every 4 years. 

Senator Atnorr. When were you last elected and when does your 
office expire? That is what I want to know. 

Mr. Ryan. Well, I would say about 3 years ago I was last elected. 

Senator Attorr. Asa matter of fact, you don* t know when you were 
last elected, even to the year, do you? 

Mr. Ryan. Well, I guess you are right, there, yes. 

Senator AtLorr. And you don’t have any minutes which set out 
your election; do you? 

Mr. Ryan. Minutes on the last election ? 

Senator Attorr. Yes. 

Mr. Ryan. No, we haven’t, not to my knowledge. 

Senator ALLorr. Have you ever kept minutes of your meetings ? 

Mr. Ryan. Yes, we keep minutes of our meetings. 

Senator Atiorr. Were you elected by a secret ballot or by an open 
ballot? 

Mr. Ryan. Well, I was elected by a standing ballot. If you call 
that a secret or— 

Senator Atxorr. In other words, you were nominated, and the chair- 
man said “Everybody who is for Mr. Ryan stand up ?” 

Mr. Ryan. We had nobody running against me. 

Senator Atiorr. What about the time that you had someone run- 
ning against you? Was that by a secret ballot? 

Mr. Ryan. No, no, that was by a regular ballot. 

Senator Atrorr. Was it a secret ballot ? 

Mr. Ryan. Yes. Secret. Everyone voted and put it in a box; yes, 
sir. 

Senator Atiorr. Now, to sum this matter up, although you are sec 
retary-treasurer, you have no bylaws, you have no trust agreement or 
agreement for the handling of this 5-cent fund, you have nothing per- 
sonally to say about the disposition of that fund except that you sign 
checks, you do not see the Gathin as they are returned from the b: ink, 
you have had no knowledge day by day or month by month or year by 
vear of the amount in this s fund, and you know nothing about how the 
fund is handled; is that correct? 
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Mr. Ryan. That is correct. 

Senator Attorr. Mr. Ryan, did you ever prepare as secretary-treas- 
urer a report for the members of your union upon this fund ? 

Mr. Ryan. No, sir. 

Senator AtLorr. Did you ever cause one to be prepared ? 

Mr. Ryan. No, sir. 

Senator AtLorr. Did you ever ask Mrs. Sielski to prepare such a 
report ¢ 

Mr. Ryan. I never asked Mrs. Sielski anything on that, sign checks 
or nothing. 

Senator AtLorr. Did you ever report the condition of this fund or 
its receipts or disbursements to the membership of your union ? 

Mr. Ryan. I didn’t know the condition of this fund until just right 
now. 

Senator AtLorr. You are under oath, still, Mr. Ryan, you under- 
stand. 

Mr. Ryan. That’s right. 

Senator Atiorr. Did Mr. Gallagher ever report to the union mem- 
bership upon the condition of this fund or its receipts or disbursements 
while you were present ? 

Mr. Ryan. No, sir. 

Senator ALLorr. Were you present at most union meetings ? 

Mr. Ryan. Yes, sir, I was. 

Senator ALLorr. Was a report prepared or given to the union mem- 
bership upon the condition of this fund at the annual meeting of the 
membership ¢ 

Mr. Ryan. No, sir. 

Senator Atiorr. You had an annual meeting; didn’t you? 

Mr. Ryan. Yes, we did. 

Senator AtLorr. Or at any other meeting? 

Mr. Ryaw. No, sir, not to my knowledge. 

Senator ALLorT. Was a report made by him to the membership, 
either annual or other meetings, upon the condition of the union funds 
as distinct from this fund itself, this welfare fund ? 

Mr. Ryan. No, sir, not to my knowledge. 

Can I say just one thing. The other day I answered that I was not 
bonded. Iam bonded. I didn’t know it. You asked me a question 
if I was bonded. 

Senator ALLorr. You are bonded ? 

Mr. Ryan. Yes. 

Senator ALLorr. Can you give us that information ? 

Mr. Couen. In executive session, Mr. Ryan recalls, although I don’t, 
but he recalls that he was asked the question whether he was bonded. 
He recalls that Senator Allott asked him that question and he re- 
calls giving the answer that he was not bonded. He says he now 

recalls, however vaguely, that he is bonded. 

Senator AtLorr. Do you know what company ? 

Mr. Ryan. I don’t know what company. 

Senator AtLott. Do you know what amount ? 

Mr. Ryan. No, I don’t know, sir. 

Senator AtLorr. Do you know where the bond would be? 

Mr. Ryan. I wouldn’t, no. It is to the international union, I guess. 
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Senator Atiorr. You don’t know who is carrving the bond? 

Mr. Ryan. No, I don't. 

Senator Atuorr. That is all I have. 

Thank you. 

Mr. Conen. Mr. Chairman, at the close of the testimony of these 
two witnesses whom I represented in executive session, I made 
request for a transcript of their testimony, and I am not certain about 
this, but I believe I was told that I would not be afforded a copy of 
that transcript until after the public sessions were concluded. 

If that is the rule of this committee 

Senator DouGcias. No. If the chairman said that, he made a mis 
take in ruling. The transcript should be made available in advance 
of the public hearings, and will be available for your other witness. 

Mr. ConeNn. Perhaps I wasn’t specific enough. I now so request 
a copy of the transcript of testimony of Mrs. Sielski and Mr. Ryan 
in executive session. 

Senator Doucias. We will reconvene at a quarter of 3. ‘The first 
witness this afternoon will be Mrs. Eleanor Sielski. That will con- 
clude the testimony today on the Pointers, Cleaners, and Caulkers 
Local 52 welfare fund. 

After Mrs. Sielski has finished, we will begin the hearings on the 
Laundry Workers International Union welfare fund, the first witness 
being Mr. Francis X. Plant. 

(Whereupon, at 12:40 p. m., the committee recessed, to reconvene 
at 2:45 p.m. the same day.) 


AFTERNOON SESSION 


(‘The subcommittee was reconvened, pursuant to recess, at 2: 55 p.m., 
Senator Paul H. Douglas, presiding.) 

Senator Doucuas. Mrs. Sielski, would you come forward, please? 

Mrs. Sielski, would you raise your right hand? Do you sole mniy 
swear that the testimony which you are about to give is the truth, the 


whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF MRS. ELEANOR SIELSKI, FOR THE POINTERS, 
CLEANERS, AND CAULKERS LOCAL 52, CHICAGO, ILL. 


Mrs. Stetskr. Yes, I do. 

Senator Doucias. Would you give your name, address, and business 
relationship ? 

Mrs. Srecsk1. Mrs. Eleanor Sielski, employed by the Pointers, 
Cleaners, and Caulkers Union at 908 West Monroe Street in Chicago. 

Mr. Leece. How long have you been employed by local 52, Mrs. 
Sielski 

Mrs. Srevskt. Fifteen years. 

Mr. Lerce. What are your general duties? 

Mrs. StevskKi. General office work. 

Mr. Lerce. Do you have any responsibilities i in connection with the 
operation of the welfare fund of local 52? 

Mrs. Sretsk1. By “responsibilities,” what do you mean ? 

Mr. Leece. You are the general office manager. Let me put it this 
way: If I was a member of local 52 and had occasion to ask for the 
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payment of a benefit claim that I had, what steps would I take to get 
my expenses paid ¢ 

Mrs. Srevskr. If a member had a claim or a bill, for example—a 
hospital or a doctor’s bill—he brings those into the office and he shows 
them to me. I, in turn, present them to Mr. Gallagher and he O. K.’s 
them to be paid. 

Senator Doueuas. And the check is drawn on the fund ? 

Mrs. Suetski. Yes, sir. 

Senator Doueias. Not on the welfare fund, but on the fund ? 

Mrs. Stevsxi. The 5-cent fund that we have in the office. 

Mr. Leece. Would I make a claim to you on any kind of a form 
that you people have in the office of local 52? 

Mrs. Sretskrt. We don’t have any forms. 

Mr. Leece. Do you havea printed form of any kind ? 

Mrs. Srevskt. No, sir. 

Senator Doucias. Have you printed any literature showing the 
details of the benefit scales ? 

Mrs. Sretsx1. Not that I know of, sir. 

Senator Doueias. So you have no forms, have no printed descrip- 
tion of what the benefits are ? 

Mrs. Sretski. Not that I know of, no, sir. 

Mr. Leece. Then I would come in with my hospital bill, if I had a 
hospital bill, or a doctor’s bill ? 

Mrs. Srevskr. Yes, sir. 

Mr. Lerece. Nothing else? 

Mrs. Sretsxr. That’s right. 

Mr. Leece. And I would hand it to you? 

Mrs. Srevskr. Yes, sir. 

Mr. Leecr. What do you do at that point with it ? 

Mrs. Stetskt. I turn it over to Mr. Gallagher. I let him look at it, 
in other words. 

Mr. Lerecr. And then if the decision is made to pay the benefit, who 
makes that decision ? 

Mrs. Sreuskt. Mr. Gallagher does. 

Mr. Lerce. Does he instruct you to make up a check ? 

Mrs. Srevsxi. Yes, sir. 

Mr. Leece. In the amount-—— 

Mrs. Sreitski. That's right, to cover the amount of the bill. 

Mr. Lerce. The expense ? 

Mrs. Sreuskr. Yes, sir. 

Senator Dovetas. Do you get Mr. Ryan’s signature to this check 
after you have made it out / 

Mrs. Stetskr. Generally his signature is on the checks— 

Senator Doucuas. Before / 

Mrs. Stetsxt. Beforehand, ves, sir. 

Mr. Leecr. Who works in the offices of local 52 besides yourself ? 

Mrs. Sre_skt. Mr. Ryan and Mr. Gallagher. 

Mr. Leece. What does Mr. Ryan do in the office / 

Mrs. Srevsk1. Generally speaking, he will take care of the telephone 
calls regarding work for members and so forth—phone calls in general, 
I would say. He does take care of those. 

Mr. Lerce. He has nothing to do with the welfare fund ? 

Mrs. Stetski. No, sir. 
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Senator Doueias. Or the fund ? 

Mrs. Srecski. That’s right. 

Mr. LEECE. Do you have any responsibilities In connection with the 
administr: ation of What vou call the 5-cent fund ? 

Mrs. Sietski. Any responsibilities in connection with what, sii 

Mr. Leece. The 5-cent fund. 

Mrs. Sreuski. No, sir, just in that I make out the check when it 1s 
ap yproved by Mr. Gallagher, that is all. 

Mr. L EBCE. Are any records of wii kind iiaintaimed In connection 
with that account / 

Mrs. Suetskt. Yes, sir, we have some records. 

Mr. Lerce. What form do they take, what type of records ‘ 

Mrs. SIELSKI. W e have the contractor's « ‘op) of thee mployee s which 
he has listed and the contr ibutions from each emp loyee. 

Mr. Lerce. [am talking about the 5-cent fund, Mrs. Sielski, not the 
714-cent fund. 

Mrs. Stecskt. This is the 5-cent fund. 

Mr. Leece. They are paid directly to you / 

Mrs. Sreuskr. Yes, the ‘vy come in to our office, the 5-cent fund, 

Mr. Leece. In the form of a check / 

Mrs. Sretskr. Yes, by check, from the contrac tors. | 

Mr. Lrecr. Do you handle deposits of that money 

Mrs. Steiskr. Yes, | deposit the money. 

Mr. Leece. Inthe Mercantile National Bank ? 

Mrs. Srevski. Yes, sir. 

Mr. Lerce. And that money Is dleposited to the account of the fund 
of local 52, Pointers, Cleaners, and Caulkers / 

Mrs. Steuski. Yes, sir. 

Mr. Leece. Do you handle all the bank deposits 4 

Mrs. Sretski. Yes, sir, I do. 

Mr. Leecr. We have heard testimony here earlier today that checks 
in amounts running from $1,000 to $10,000 have on nm written against 
that account. Have you ever seen any checks, or have you had any 
occasion to cash checks of that size at any time? 

Mrs. Stetskr. I have drawn up or filled out some checks for about 
$1,000 or $2,000, but nothing above that amount that I can reeall. 

Mr. Lerce. What were the purposes to which that money was put 
and the occasions of which you speak? 

Mrs. Stetski. I don’t know, sir. 

Senator Doucias. To whom were the checks made out ? 

Mrs. Srevski. They may have been made out to cash. 

Senator Doveias. They may have been ? 

Mrs. Stetski. Yes. 

Senator Dovetas. Are you certain ? 

Mrs. Stersxr. Well, yes. 

Senator Doveias. Were they made out to cash 7 

Mrs. Stetsk1. They may have been. 

Senator Dovetas. It is quite an event to write a $1,000 check, isn’t 
it? It would be a big event in my life, I assure you. Can’t vou re- 
member to whom these checks were made out ? 

Mr. Conen. Senator, if I may suggest. you are checking on a num- 
ber of checks. There is no time fixed or there is no specificity at- 
tached to any of these checks. I believe she is answering to the best 
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of her ability. I don’t mean to be impertinent. Might I suggest 
that you couch the question in such language that it would be more 
specific and she may be better able to answer it? 

Senator Dovgtas. May I point out that the books of the fund have 
not been furnished to us, despite the fact we have subpenaed them. 
We have to probe with imperfect knowledge. But there is a record 
that there have been a wide variety of checks of $1,000, $2,000, $2,500, 
$5,000, $6,000, $10,000, and so forth, written on it. So we can’t pin 
these down to the precise date. The witness has testified she remem- 
bers writing checks for $1,000. 

So now I think it is proper for me to ask: Can you remember to 
whom these checks were payable? 

Mrs. Sretskr. I would say they were made out to cash, sir. 

Senator Dovetas. They were made out to cash? 

Mrs. Stetsxt. Yes, sir; I would say so. 

Senator Doveras. That would mean that either Mr. Gallagher or 
Mr. Ryan could cash them ? 

Mrs. Srevskr. Well, I don’t know. 

Senator Dovetas. They signed the checks? 

Mrs. Srevskr. Yes, sir; they were signed. 

Senator Dovetas. Made out to cash. Then either Mr. Gallagher 
or Mr. Ryan could cash them? 

Mr. Conen. Or may I suggest, Senator, that any bearer thereof. 

Mrs. Sretskt. Mr. Gallagher was the one who received those checks. 

Senator Atiorr. He did what? 

Mrs. Sretsxt. He was the one who received that check. T can’t say 
that—I couldn’t say who cashed them. 

Senator Atuorr. He could have cashed them, couldn’t he? 

Mrs. Srevskr. Yes. 

Senator Atvorr. If it was made out to cash, he could have? 

Mrs. Stretskt. Yes. 

Senator Dovatas. And given to Mr. Gallagher ? 

Mrs. Sreskr. Yes, sir. 

Senator Doveias. How many checks of this type can you remember ? 

Mrs. Stetsxt. There were several that 

Senator Dovetas. All of them given to Mr. Gallagher? 

Mrs. Sterskt. Yes, sir. 

Mr. Lercr. They were over $1,000. I think you mentioned ? 

Mrs. Stetsk1. There were several that I recall over $1,000, yes sir, 
but T don’t recall making out anything that was over the $2,000 
bracket. 

Mr. Leece. Who instructed you to make out those checks? I assume 
you have no authority of your own to make checks in that amount, 
write checks in that amount? 

Mrs. Sretskr. No, sir. 

Mr. Lerce. Who instructed you? 

Mrs. Sretsxt. Mr. Gallagher. 

Mr. Lrrce. You have mentioned earlier that where claims are paid, 
you are instructed by Mr. Gallagher to make out the checks. 

Mrs. Stetskt. Yes, sir. 

Mr. Leece. What is the general range of benefit payments that mem- 
bers of local 52 receive in terms of dollars ? 
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Mrs. Srecskr. There are bills that ran $400. There were some a 
little bit higher than that. There are some $300 bills, and anywhere 
below that in various amounts. 

Senator Doveias. Do you have a cash benefit in addition to paying 
doctors’ bills when you pay so much for a week, if a man loses time ¢ 

Mrs. Sreusk1. They received a disability benefit. Is that what you 
mean ¢ 

Senator DouG.as. Suppose a man is laid up for a week. 

Mrs. Sietskt. Yes, weekly disability. 

Senator Doucias. How much is that ? 

Mrs. Srevski. That ran about $50. 

Senator Dovuenas. Do you think that may account for the large 
number of $50 checks which were written ? 

Mrs. Srevski. Yes, sir. 

Senator Dove.as. But Mr. Gallagher has the sole determination as 
to whether or not a man is entitled to such a payment ? 

Mrs. Srevski. Yes, to my knowledge. 

Mr. Leece. Was there any indication at the time that these checks 
were ordered by Mr. Gallagher that they were in payment of a benefit 
claim of any type, to your knowledge? 

Mrs. Sretskr. What checks are you referring to? 

Mr. Leece. You spoke earlier, Mrs. Sielski, of several checks over 
$1,000 that you executed after receiving instructions from Mr. Galla 
gher. Did Mr, Gallagher indicate the purpose of those checks ? 

Mrs. Sterskt. No, sir. 

Mr. Lerce. Did you then cash that check ? 

Mrs. Sretsk1. No, sir. 

Mr. Leecr. You gave it to Mr. Gallagher / 

Mrs. Sretskr. Yes, sir. 

Mr. Leece. Do you keep any records of any kind concerning bene 
fits paid ¢ 

Mrs. Srevsxi. Yes, sir. 

Mr. Lerecr. Do you have any idea, Mrs. Sielski, as to what the dol- 
lar total of benefits paid has been in the last 4 years? 

Mrs. Srevsk1. No; sir; I don’t. 

Mr. Lerce. Can you give us an estimate ? 

Mrs. Srexsxt. I really couldn’t. I couldn't give you an estimate. 

Mr. Leece. What are the average weekly benefits paid, let’s say, for 
the past 2 or 3 months? 

Mrs. Srevsk1. There are $50 checks that are constantly 

Mr. Leece. How many $50 checks ? 

Mrs. Sretskt. Roughly on the average of a week there may be a 
dozen or better. 

Mr. Leece. About a dozen? 

Mrs. Srevski. Yes, sir. 

Mr. Lerce. Those are the $50 benefit payments you speak of ? 

Mrs. Sterskt. Yes, sir. 

Mr. Lerce. That is the ordinary benefit, payment and all others 
would be for either hosiptal or medical service? 

Mrs. Sretskr. Yes. 

Mr. Leece. And those checks are always written against the fund 
account ? 


Mrs. Srevskr. Yes, sir. 
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Mr. Lerece. Never against the welfare account ? 

Mrs. Srevsxr. No, sir; on this fund account. 

Mr. Leecr. Against the fund account ? 

Mrs. Srenskt. Yes, sir. 

Senator Atuorr. Mrs. Sielski, what has become of these records? 

Mrs. Sretski. I understand that Mr. Vokoun has them and he is 
working out somewhere or something. 

Senator Attorr. He is working on ‘them? Now, when did you last 
see these records pertaining to these funds and where? 

Mrs. Sieuski. Several months ago. 

Senator Anvorr. Let’s try and pin it down definitely. You kept 
the records, didn’t you ¢ 

Mrs. Sretskt. Yes, they were in the office. 

Senator Anuiorr. And you ceased keeping them. You should know 
when you ceased keeping them. When did you cease keeping them? 

Mrs. Sretskt. I kept right on making the records, sir, even with- 
out having those particular books on hi and. I just continued. 

Senator Attorr. Who took them? Do you know who took them? 

Mrs. Srevsxi. Mr. Vokoun took them. 

Senator Avuorr. At Mr. Gallagher’s direction, do you know ! 

Mrs. Sretsxr. I don’t know, sir. 

Senator Attorr. When did he take them ? 

Mrs. Sietskt. I would say it is2 or 3 months ago. 

Senator Anxorr. This is the 24th of March. That would be the 
24th of December, just before Christmas that he took them. 

Mrs. Srenskr. Yes, sir, 1 would say that’s about it. 

Senator Attorr. That was after the investigation had begun? 

Mrs. Sietsxi. Yes, sir. 

Senator Atitorr. And you were aware of, and Mr. Gallagher was 
aware of the investigation, too. Did you make any statement to Mr. 
Gallagher or did he make any statement to you, about why the records 
were being removed from the office ? 

Mrs. Sretsxt. No, sir. 

Senator AtLorr. Do you mean to say here that such important ree- 
ords just simply were taken out by Mr. Vokoun and no word was said 
about it at all? 

Mr. Conen. Senator Allott, in fairness to this witness—I am not 
trying to coach her, Senator Douglas, but I do believe it would be 
helpful if it could be explained and it apparently is not within the 
knowledge of this witness, that Mr. Vokoun was asked for several 
weeks prior to the time you first speak of, Senator Allott, to prepare 
a summary which Investigator Miller had requested, and that he 
took the books for those purposes. It is the intention of Mr. Gal- 
lagher to respond to the subpena with all these cumbersome books 
and records that he can possibly have shipped down here. At least 
I have been so advised. 

Senator Attorr. That may be true in his own sweet time he has 
decided to do it. But nevertheless the fact is that our investigators 
have been trying to get to him and get to these records for over 4 
months, and we haven't been able to. It was only through agreement 
last week with our counsel, that a time was finally set for the produc- 
tion of these records. For 4 months at least, a committee representing 
the Congress of the United States has been kept twiddling its thumbs 
while this man took his own time to produce these things. 
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Mr. Conen. Senator Allott, I believe there is no intention to show 
any disrespect whatsoever for this committee or its functions. How- 
ever, the evidence already adduced here would indicate the wisdom 
from all standpoints of attempting to get those records into a more 
systematic and businesslike shape before the y are presented to any- 
body. That effort was to have them made and is being made now, so 
far as I know. 

Senator Atuorr. Didn’t Mrs. Sielski take care of these records? I 
will ask you that, Mrs. Sielski. 

Mrs. Sretsk1. I posted the entries into them and kept a record——— 

Senator At.torr. The records I am referring to, Mrs. Sielski, are 
the records of claims paid. You understood that? 

Mrs. Srevski. Yes. 

Senator Au.Lorr. Contributions are made out of 30 North LaSalle 
Street to the welfare fund office, aren’t they ¢ 

Mrs. Sretsk1. You mean the 714-cent funds? 

Senator Auuorr. Yes. 

Mrs. Sieuski. Yes, they all go down there. 

Senator Atitorr. And the 5-cent contributions are made to your 
ollice ¢ 

Mrs. Srevski. Yes. 

Senator Autuorr. And the records of payment made for welfare 
payments are the ones that you talked about that were picked up 
by Mr. Vokoun ? 

Mrs. Sieutsk1. Yes, sir. 

Senator Au.orr. Just exactly what records did you keep of pay- 
ments made? 

Mrs. Sretsxi. | kept a record of all the checks that were paid out 
onto those various hospital and doctor bills. 

Senator AtLtorr. What did that record consist of? Was it in a 
looseleaf ledger ? 

Mrs. Steuski. That’s right, a regular ledger. 

Senator Atnorr. That, as I understood you to testify before, to- 
vether with all the rest of your records, was never audited at any time? 

Mrs, Stetsxr. To my knowledge it wasn’t, no, sir. 

Senator ALnorr. Not even by an auditor employed by the union, let 
alone an outside auditor ? 

Mrs. Srevsxt. To my knowledge, no, sir. 

Senator AuLorr. The moneys that were paid out of your 5-cent 
fund: Are those records up in Mr. Vokoun’s hands, too? 

Mrs. Sretskt. The money paid out, did you say, by the 5-cent fund ? 

Senator Autuorr. Yes. 

Mrs. Sirtski. Yes. 

Senator AntLorr. And that is the money that came, some of which 
was transferred from the welfare fund or the 714-cent fund into the 
5-cent fund which is designated as a defense fund / 

Mrs, Sretski. He has those records. 

Senator Auutorr. He has all of them. Now have you continued 
your records from the time that these records were taken out of your 
hands? Have you continued kee ‘ping all those records that you—— 

Mrs. Stetsxt. To an extent I have, sir. 

Senator Attorr. Let’s continue first with the records you were keep- 
ing before. You said that you kept records of checks that were paid 
out ¢ 
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Mrs. Sretsxr. Yes. 

Senator Atuorr. By listing them ina ledger? 

Mrs. Srevsxt. That’s right. 

Senator Atiorr. What other records did you keep ? 

Mrs. Sierskt. Then there is another ledger with an individual file 
on each member, so that his nickel contribution shows on his page. 

Senator AntLorr. So you could tell how much has been contributed 
to the credit of each individual employee ? 

Mrs. Srecsxr. That’s right. 

Senator Atiorr. All right. What other records? 

Mrs. Stetsxt. The income from the contractors and the disburse- 
ments. Those were kept. 

Senator Atitorr. The income from what records? 

Mrs. Srevskri. The contribution or the checks that the contractors 
have mailed in on this nickel an hour. Those were all listed. 

Senator Atiorr. In another and separate ledger ? 

Mrs. Sretskr. Yes. 

Senator Arrorr. What other records did you keep ? 

Mrs. Stetski. Then there was a file of all these sheets that the con- 
tractors mailed in. Besides having it in the ledger there is also a 
separate file of those. That would be about all. 

Senator Atnorr. When did you post these checks into the ledger? 
When they came back from the bank ? 

Mrs. Srersk1. No. As they come in, as they would be mailed 
I would do it that way. 

Senator AtLorr. Maybe we are talking about two different things. 
You also keep a ledger, as I understand it, of the checks which were 
written on the account ? 

Mrs. Srevskr. Yes. 

Senator AtLotrr. When did you make that up‘ From the checks 
as they were charged and came back into your office ? 

Mrs. Sirrskt. No. I would make that from taking it off of the 
stub, off the check stub. 

Senator Aruorr. Did you check your checks back against that when 
they came back ? 

Mrs. Sretskr. No, sir. 

Senator ALLorr. You mean you simply copied, in effect, your check 
stubs into a ledger? 

Mrs. Srevskr. Yes, sir. 

Senator Arvorr. What was the purpose of such a record as that? 
Wouldn’t your check stubs serve just as well ? 

Mrs. Srersxr. Well, I think it is easier to read it off of a ledger. 
You have it more compact. 

Senator Atxorr. Did anyone ever read it ? 

Mrs. Stevskr. I don’t know, sir. 

Senator AtLorr. To your knowledge ? 

Mrs. Sretsxi. Not to my knowledge. 

Senator Atuorr. With these checks, we have established that Mr. 
Gallagher, I think, was the sole person who determined upon what 
basis—I used the word the chairman objected to the other day—but 
he made the sole decision as to who these checks should be made to 
and for how much? Is that right ? 

Mrs. Srerskr. Yes, sir. 
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Senator Atuvorr. And you have in you office no rules, no regula 
tions, no trust agreements, nothing in writing, to indicate any stand 
ards or criteria by which a man would get the benefits ? 

Mrs. Sietski. Not to my knowledge, sir. 

Senator Auvorr. If there was, you have never seen it there / 

Mrs. Sieuski. No, I haven't seen it. 

Senator ALLorr. You didn’t even have a uniform form for him to 
make his application on, did you ‘ 

Mrs. Siptski. No, there was no form. 

Senator AutLorr. And he would come in with his hospital bill or 
whatever it was, if he wanted to, and he would talk with Mr. Gal- 
lagher ¢ 

Mrs. Sievski. Yes, sir. 

Senator ALLorr., And sometimes Mr. Ryan, you said the other day, 
I believe? 

Mrs. Stetski. Generally speaking, Mr. Gallagher. 

Senator Atuorr. Generally speaking, Mr. Gallagher, but Mr. Gal 
lagher would make the final decision on whether or not he was entitled 
to the money, and how much? 

Mrs. Srevski. Yes, sir. 

Senator Atvorr. Are you able at this time, based upon your experi 
ence in that office, to establish even unwritten criteria as to how benefits 
should be payable and when ? 

Mrs. Srevski. No, sir. 

Senator Auvorr. That was still entirely within Mr. Gallagher’s 
decision ¢ 

Mrs. Sietski. Yes. sir. 

Senator Auuorr. Were any of these checks which were written by 
you ever made payable to anyone besides the beneficiary himself ? 

Mrs. Sretsxi. They were made payable to the hospital or to a doctor 
in regard to the bills. 

Senator Artorr. Were any of them made payable to cash / 

Mrs. Sretsk1. You mean—— 

Senator A.uorr. Benefit checks. 

Mrs. Sretsk1. No, sir; I don’t believe there were any like that. 

Senator ALLtorr. Was it the custom when they were made payable 
to a hospital, did they include the employee’s name on it with the 
hospital or with the doctor’s name, or was it made just simply directly 
to the hospital or the doctor ? 

Mrs. Sretski. It was made right to the hospital or to the doctor, 
but on the stub we filled in who it referred to or who benefited by 
that particular check. 

Senator Atiorr. Were any of these checks ever made payable to 
the beneficiary and any other persons ? 

Mrs. Sretski. You mean did any member have it made out to him? 
Is that what you mean ? 

Senator Atiorr. Let’s say that John Smith was a man who came in 
and made an application for benefits and he talked with Mr. Gal- 
lagher, as you have stated here. Did he ever get a check made out 
to John Smith and someone else / 

Mrs. Sretski. No, sir. I don’t quite understand your question at all. 

Senator Attorr. Mr. Cohen, you see what I am driving at. Do you 


want to help? 
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Mr. Conen. I would like to help if I may be permitted, without 
being labeled a coach. 

Senator Allott wants to know, Mrs. Sielski, whether at any time 
when a member came in for a benefit check, whether the check was 

ade pavable to that member and somebody else, like a doctor, or a 
becaitie or some other person. Did that ever happen ? 

Mrs. Sretskr. No, it was not made out that way, I would say. 

Senator Attorr. It was never made out to a beneficiary, leaving the 
doctors and hospitals out of it? It was never made out to a beneti 
Cl inary and another pe rson ¢ 

Mrs. Sretskt. No, it was made out either to the party, if he had 
weekly benefits, or it was made out just to the doctor or just to the 
hospital. 

Senator Attorr. Did you ever see Mr. Gallagher make out a check 
for benefits to a claimant and then immediately leave the office with 
the claimant ? 

Mrs. Steuski. No, sir. 

Senator Attorr. Did you ever see any employers in your office par 
ticipating in the administration of this yous its audit, its examina- 
tion, its control, the payment of benefits, or the acceptance of contri 
butions to the fund—any of those things ? 

Mrs. Sreiskr. No, I didn’t see any of those. 

Senator Attorr. In other words, the employers were as far divorced 

from this matter as a fighting husband and wife? Is that right? 

Mr. Comen. Senator, I would like to comment that that calls for a 
rather bald conelusion from this witness. 

Senator Attorr. I don’t think so. She has been in the office how 
many years? How many years have you been in there, Mrs. Sielski ? 

Mrs. Srevsxi. Fifteen years. 

Senator AnLorr. I don’t think it calls for a conclusion. Let me say 
that I will be entirely and completely fair to you, Mrs. Sielski. In 
those 15 years—I think my other question was fair enough—but in 
those 15 years have vou ever seen any evidence or signs of any of these 
items I referred to which would indicate an interest in or a control 
in or an audit or a check of or a control over disbursements, or any- 
thing else, by the employer? Have you ever seen anything in the 15 
years, to indicate any of those ? 

Mrs. Sieiskr. I don’t know, sir. I really don’t. 

Senator Atiorr. Did you ever see an employer in a meeting in your 
office with respect to this fund ? 

Mrs. Steiskt. Not tomy knowledge, sir. 

Senator Atiorr. Do you know who the e mployers were ? 

Mr. Conren. May I make a suggestion, sir! | think if you use the 
term “contractors,” she may understand it better. 

Senator Atiorr. Contractors? 

Mr. Conen. I think so. 

Senator AtLorr. Do you understand the question I have just asked 
you? 

Mrs. Sretsxt. I probably don’t, sir. Maybe that is why I seem so 
confused. 

Senator Anvorr. All right, I will start over again. 

Did you ever see contractors—and you know whom I am talking 
about 

Mrs. Steuskr. Yes, sir. 
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Senator ALvLorr. Who are the elp ome rs, eXert any control over, 
have any interest in, help determine the time, the amount, or the en 
cumstances of benefit payments, or in wea other way participate in t] 
control of this fund ¢ 

Mrs. Sretsx1. No, no, sir. 

Senator Anvorr. In all the 15 years you were there / 

Mrs. Srevski. No, sir; I can’t say that I did. 

Senator Dovucuas. In other words, the fund was run completely by 
Mr. Gallagher ? 

Mrs. Srevski. It would seem so. 

Senator AtLorr. Thank you. 

Mr. Lerece. Have you at any time, Mrs. Sielski, rendered an ac 
counting statement of any kind to the ompiawen or the contractors 
who contributed to this fund ? 

Mrs. Sietski. No, sir. 

Mr. Leece. Would you be responsible for that if, in fact, such 
statement was made? 

Mrs. Sreuskt. I don’t think so, sir. 

Mr. Leece. Who would do that ¢ 

Mrs. Srevsxi. I don’t know, sir. 

Mr. Lercr. As I understand it, you and Mr. Ryan and Mr. Gallagher 
are the only three people in the oflice ? 

Mrs. SteLski. Yes, sir. 

Mr. Lerce. But you have never been asked by Mr. Gallagher or Mr. 
Ryan to make up such a statement ? 

Mrs. Sretski. That’s right, sir; no, sir. 

Mr. Lerce. One final question: If I understand your testimony co! 
rectly, when a member of local 52 makes a request for a benefit pay 
ment, he brings with him some evidence of that expense ? 

Mrs. Stetski. Yes, sir. 

Mr. Leece. Be it a doctor’s bill, a hospital bill, after which Mr 
Gallagher authorizes the payment and you make up the check 

Mrs. Sietski. Yes, sir. 

Mr. Leece. Have you ever made up any checks for benefit payments 
without such evidence of expense? Have any checks ever been mad 
payable to members ef local 52 who have not submitted some evidenc: 
of expenses to them, either hospital expenses or medical expenses ¢ 

Mrs. Sietskr. Not to my knowledge, sir. I don’t know. 

Mr. Lerce. In every case that you can think of, when a member of 
local 52 asked for payment, he has some evidence / 

Mrs. Srevskt. Yes; as far as I know. 

Mr. Leece. Are any of those things ever handled on the telephone ? 

Mr. Conren. How do you mean, Mr. Leece? 

Senator Doves. The session of the committee is adjourned because 
of a recess due to a roll call on the floor of the Senate. We will re 
convene when we return. 

(A recess was taken.) 

Senator Doveias. The committee will again come to order. 

Mr. Lerce. I believe my question was whether or not Mrs. Sielski 
has any recollection of paying any benefit claims to members of local 
52 without any evidence of expense on the part of that member. 
Did you, in other words, pay a benefit claim to a member who had not 
submitted any bill, a medical bill, a hospital bill, or any other evidence 
of the expenses ¢ 
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Mrs. Srevski. It could have been paid, sir. It could have been paid, 
but not to my knowledge. 

Senator Doveias. What about the people who got disability bene- 
fits, those who said they had been ill, lost wages, and were eligible 
for $50 a week? What about them? How did they establish the 
fact that they were eligible? Did they have to produce evidence that 
they had not worked ? 

Mrs. Srevskr. Yes, sir. It was their statement that they hadn’t 
worked. 

Senator Doveias. You paid on their statement, without any other 
documents ¢ 

Mrs. Sretskr. Yes, sir. 

Senator Doveras. Isn’t that a rather unsatisfactory method of 
paying claims? 

Mrs. Stevskt. I wouldn’t know how to answer that myself. 

Mr. Conen. I believe the answer was contained within the question. 

Senator Doveias. You mean that it was an unsatisfactory method ? 
Is that admitted, Mrs. Sielski? 

Mrs. Sretskr. Yes. 

Mr. Leece. Was any effort made by Mr. Ryan or Mr. Gallagher or 
anybody else in local 52 to investigate these expenses that were sub- 
mitted, the claims that were submitted, to determine whether or not 
they were in fact bona fide claims? 

Mrs. Sretskr. Yes. 

Mr. Leecre. Who did that work? 

Mrs. Srevskt. We all did, you might say. 

Mr. Lerce. What steps would you take to make that determination ? 

Mrs. Sretski. We did make calls to the hospital to see if the man 
actually had been there and also to the doctor’s office to find out whether 
he had visited him and received those services. 

Mr. Leece. And you would determine from them the charges for the 
services rendered ? 

Mrs. Sretskr. They received the amount of the bill which they 
presented. 

Mr. Leece. One final question: Do you recall Mr. Gallagher ever 
authorizing a benefit payment on the basis of a telephone call? Let 
me state it this way : Have you at any time received requests for the pay- 
ment of benefits by telephone? 

Mrs. Stetsxr. Yes, sir. 

Mr. Leece. A member of the local will call you on the telephone? 

Mrs. Sreusxkr. Yes, sir. 

Mr. Lerce. And tell you he has had expenses—medical, hospital, or 
other expenses ? 

Mrs. Reeakt. Yes, sir. 

Mr. Leece. And will he tell you anything else? Would he indicate 
the amount of the expense involved ? 

Mrs. Sretskr. He could have, sir. He would say that he had a bill 
of such-and-such a denomination. 

Mr. Lexce. In those cases did Mr. Gallagher certify or authorize 
you to make payment of those claims? 

Mrs. Sretsk1. I do believe he would ask the man to come in and 
discuss it a little further, and he would receive something—— 


oe Wi icahiees ee a ieee ee 





eee 


Kea Reese. 


NS ich Ti Ae at Tie NS La RP EE Pros Ble: 


wey OTN als Pe a I, Bib «rll Spica 


a aS ec le meat 








~- 


WELFARE AND PENSION PLANS INVESTIGATION 277 








Mr. Lerce. At the time you reported the call to Mr. Gallagher, did 
he at any time tell you it would be all right to make out a check pay- 

able to John Smith, or whoever called yout 

Mrs. SIELSKI. Yes, sir. 

Mr. Lercr. So in those cases you have no earthly idea as to whethe: 
or not it was a bona fide claim, a good, valid claim? 

Mr. Conen. Mr. Leece, I feel that question calls for a statement 
from this witness that plac es her in a position that the evidence has 
shown she doesn’t occupy. In other words, it seems to me by that 
question, which is a very pointed one, I might say, in admiration, you 
place this woman in a position of admitting or denying a certain 
responsibility for the payment of the claim. 

Mr. Lerce. I am not attempting to attach responsibility to Mrs. 
Sielski. All that Iam trying to do is determine whether or not at the 
time she received a telephone call from John Smith, a member of local 
52, who was applying for the payment of benefits, whether at that time 
Mr. Gallagher, who she has previously testified was the certifying 
authority in the union, whether or not he did on occasions certify pay- 
inents on the basis of that type of application. 

Mr. Conen. I think she has answered that. 

Senator ALLorr. She has answered that “Yes.” 

Mr. Coen. She has answered that “ Yes.” 

Mr. Leece. I have no further questions. 

Senator Attorr. May I pick up your question, then, Mr. Leece. 
Mr. Leece’s question, I will repeat it: and that you thereupon drew a 

check under the direction of Mr. Gallagher for that which was paid 
to that person / 

Mrs. SIELSKI. Yes, sir. 

Senator ALLorr. We are not trying to attach to you the responsi 
bility of making that decision. I want to make that clear. 

[ have two or three other questions. Did you ever prepare, or did 
vou ever see, or did Mr. Gallagher ever prepare, to your knowledge, a 
report of this fund for presenti ition to the union, or was one ever 
presented, to your knowledge? 

Mrs. Stetski. Not to my knowledge, sir. 

Senator Atiorr. Are you bonded? 

Mrs. Srevskt. I don’t think so. Truthfully, I don’t know. 

Senator AtLorr. I mean for the performance of your duties. 

Mrs. Stevsk1. I don’t know, sir. 

Senator ALLorr. Not to your knowledge / 

Mrs. Stetskt. No, sir. 

Senator Atuorr. Is Mr. Gallagher or Mr. Ryan bonded to the best 
of your knowledge? 

Mrs. Stetsxt. I believe they are, sir. 

Senator ALLtorr. Do you know in what amounts Mr. Gallagher and 
Mr. Ryan are bonded and in what companies ? 

Mrs. Sretsk1. No, sir; I don’t know in what amounts, no. 

Senator ALLotr. Would those bonds be in the office 

Mrs. Sreuskt. I believe that the international union takes care of 
that, sir. That is about all I could say on that point. 

Senator AnLorr. You have never had the bonds in your office? 

Mrs. Stevskt. I don’t know about those, sir, no. 

Senator A.LLorr. One other point that I would like to bring out. 
In addition to the general lack of records, you testified the other day 
62033—55—pt. 2——5 
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that the checks themselves contained nothing on their face which 
would show what the check was for. Do you remember that / 

Mr. Conen. Senator Allott, | remember that distinetly, but my 
memory differs from yours in that T recall it was Mr. Ryan from whom 
that test imony was elicited. It m: iy have also been elicited from her. 

Senator AtLorr. You may be perfectly correct. 

Mr. Conen. If you recollect, you had me sort of paraphrase in 
very earthly terms the questions to Mr. Ryan about whether there 
Was any legend of any kind on the check. 

Senator Atuorr. You don’t mean that mine was unearthly, do 
you, Mr. Cohen ¢ 

Mr. Conen. No; I meant yours were more in the upper realm. 

Senator Atxiorr. Let’s ask Mrs. Sielski this: Was there anything 
on the face of the checks which were issued that you prepared for Mr. 
Gallagher, to indicate what those checks were for ? 

Mrs. Sterskt. What checks are you talking about, sir / 

Senator AuLorr. I am talking about the checks that were made in 
pavment of benefits. What other checks would you have in mind / 

Mrs. Sretskr. I don’t understand your question. The checks were 
made out to a hospital or to a doctor, or they were made out to the 
member. Is that what you mean ?/ 

Senator Attorr. No; that isn’t what I meant. You have seen checks 
which had on the face of them some little lines which showed in which 
you could write for what the check was issued or some checks have 
them on the back where you endorse the checks. Did these checks have 
any such places on them, as for ee the check that was written 
to we will say John Smith for $50, would it say on it “For one week’s 
benefits” ? 

Mrs. Sretski. No; it didn’t have anything like that on it. 

Senator AtLorr. And neither did you write anything on the check 
when you prepared it, showing what it was for; did you ‘ ¢ 

Mrs. Srersk1. No, sir. 

Senator AtLorr. So that when the check was once written by you 
and signed by Mr. Gallagher and Mr. Ryan and cashed by the ‘bene- 


ficiary or recipient of it, you had no record in your office whatever of 
what that payment was for? 


Mrs. Sretskr. It was on a check stub. 

Senator AtLorr. Except what you wrote on the check stub 

Mrs. Sreuski. Yes, sir. 

Senator Arvorr, Did you keep fairly complete records on your stub 
as to what they were for? 

Mrs. Steusxi. To my knowledge, sir, yes. 

Senator ALLorr. You say “to your knowledge’ . 

Mrs. SrevtskI. Yes. 

Senator ALorr. For example, if a man came in and was entitled 
to a hospital bill of $100, a doctor bill of $100 and weekly benefits of 

$50, your stub would show that fact; would it? 

Mrs. Stetskt. Not to that extent. I mean, if it was made out to 
the hospital or to the doctor, the stub would show that it was made 
out that way. 


Senator Attorr. The stub would show it was made out to X hospital] 
for the benefit of John Smith? 


Mrs. Srevsxr. Yes, sir. 
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Senator ALvorr. But a check that was made to John Smith wo 
~-how nothing except that it was made on account of John Smith 

Mrs. Suetski. Yes. 

Senator Atuorr. I think that ts all. 

Senator Dove as. That is all L have. Thank you. 

Mrs. Sielski, will you remain under subpena until after Mr. Gal 
lagher has testified, and the same is true for you, Mr. Ryan. 

This concludes the presentation today on the Pointers, Cleaners, 
and Caulkers Union, Local No. 52, welfare fund. We will resume 
taking testimony on that case as soon as Mr. Gallagher makes himself 
available to this committee.' 

We will now pass to the Laundry Workers International Union 
case. 

We are going to ask Mr. W. J. Wilson, who is the executive vice 
president of the Chicago Hotel Association, to come forward and we 
will ask a few questions of him so that he may be able to get back to 
Chicago. 

Mr. Witson. I appreciate being called, Mr. Chairman. 

Senator Doveias. Mr. Wilson, will you raise your right hand. Do 
vou solemnly swear that the testimony which you are about to give is 
the truth, the whole truth, and nothing but the truth, so help you God ¢ 


TESTIMONY OF WILLIAM J. WILSON, EXECUTIVE VICE PRESIDENT, 
CHICAGO HOTEL ASSOCIATION 


Mr. Winson. I do. 

Mr. Leece. Mr. Wilson, you are an official of the Greater Chicago 
ITotel Association 4 

Mr. Witson. Yes, sir, I am executive vice president and treasurer. 

Mr. Leece. How long have you served in that capacity 4 

Mr. Witson. I have been an officer of the association since 1945 in 
the capacity of first secretary and then my present capacity. 

Mr. Leece. Are you acquainted with Mr. Eugene C. James ? 

Mr. Witson. Yes, sir, I am. 

Mr. Uurece. Who is Mr. James? 

Mr. Witson. Mr. James is an official of the Laundry Workers Union 
in Chicago, I believe it is local No. 46. I am not sure of his exact title. 

Mr. Lerce. Do you recall a business meeting with Mr. James in 
1951 concerning the establishment of a welfare program for the mem 
hers of local 467 

Mr. Witson. There were a series of meetings, as I recall. 

Mr. Lerece. Will you inform us generally, Mr. Wilson, as to the out 
come of those business discussions ? 

Mr. Witson. As to the creation of the welfare fund / 

Mr. Lerce. Yes. 

Senator Ives. A little bit louder, please, Mr. Wilson, so we can all 
hear you. 

Mr. Witson. Yes, sir. 

As a result of our negotiations which came up at that time on an 
annual basis, we received from the local union a request for a wage 
increase and for a welfare plan. The welfare plan that they sug- 


Testimony was resumed on April 4. See pp. 747-826, infra. 
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gested was one that was already set up, so we were told by Mr. James, 
on an international basis with the social security department of the 
international union. 

We agreed in principle to the fact that we would try to create with 
and for the union and its members, a health and welfare program, 
but we suggested that inasmuch as we had just recently concluded 
negotiations with the joint board unions which represent approxi 
mately 10,000 workers in our downtown hotels, that it would be bette: 
for us if their plan were varied slightly so that the benefits would 
more closely tie in with the benefits that we were giving to our other 
workers. 

So with that as a background, we agreed to pay SD.62 per month. 
which was the exact amount that was being paid to the trust fund that 
we had created for the other unions, with benefits to be as outlined 
in correspondence at that time, to be practically identical with our 
large group. 

Mr. Lerce. It was to be operated as a fund ? 

Mr. Wuson. It was to be operated asa fund. Possibly the best way 
to describe that is to read a brief paragraph from a letter that our 
counsel, Mr. Charles Arn, directed to the six hotels that were involved 
lyy our counsel, I mean, the hotel’s counsel. 

Under date of June 22, 1951, I have a photostatic copy of the letter 
and can read it and I won’t read the entire letter, but I think this para- 
graph sums it up: 

The plan will be underwritten by the Security Mutual Life Insurance Co. of 
Binghamton, N. Y. The policy will be issued to local 46 of the Hotel Laundry 
Workers International Union as the representative of the social security depart- 
ment of the Laundry Workers International Union, which is a trust organization 
which is jointly managed by the union and the representatives of employers, and 
thus complies with the applicable provisions of the Taft-Hartley Act. 

The social security department will receive all the dividends on the policy. 

That is the basic theory behind it. 

Mr. Lercr. The basic agreement ? 

Mr. Witson. That is right. As you know, when I appeared last 
week I presented a copy of the written bargaining agreement that 
came out of that series of sessions, and the one that I produced is the 
one between the Stevens Hotel and the local union. In that, I think it 
is article 17, it sets out the program in detail. 

Senator AtLorr. Mr. Chairman, I suggest that that be made a part 
of the record at this point. 

Mr. Leecr. Do you havea copy of that with you? 

Mr. Witson. Yes, I have the original. 

Mr. Lerce. Could we do this: With your permission would you be 
willing to leave a copy of the original ? 

Mr. Witson. The original? 

Senator Doveras. I think we can save trouble by having it trans- 
ferred from the executive session to the public session. 

Mr. Witson. I have the original, which of course the Stevens Hotel 
says bring back. 

(The agreement referred to was marked “Exhibit 5.”) 
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EXHIBIT 5 
AGREEMENT 


This agreement made and entered into this 9th day of July, A. D. 1951, at 
Chicago, ILL, by and between Stevens Hotel, party of the first part, hereinafter 
called the “Employer,” and the Laundry Workers’ International Union, Local 
No. 46, a labor union affiliated with the American Federation of Labor, party of 
the second part, hereinafter called the “Union” 


ARTICLE I 
OBJECTS 


The objects, aims and intentions of this agreement, which the parties are 
desirous of attaining are: 

To effectuate a spirit of fair dealings between employer and employee in the 
industry. 

To bring about and establish a high order of efficiency in said industry by the 
ntelligent cooperation of employer and employee. 

Whereas both parties are desirous of preventing strikes and Jockouts and main 
taining a uniform wage scale, working hours, and conditions among the members 
of the Union employed in hotel laundries, and concerns, individuals and corpora 
tions employing laundry workers and others in like employment and occupation, 
and facilitate peaceful adjustment of all grievances which may arise from time to 
time between employees: and 

Whereas it is the desire and intention of the agreement to aid in maintaining a 
decent standard of living for those engaged in hotel laundries: Now, therefore : 

In consideration of the mutual covenants and agreements hereinafter provided 
to be kept and performed by each of the parties hereto the said parties do hereby 
agree one with the other as follows: 


ARTICLE ITI 
RECOGNITION 


The employer recognizes the union as the sole bargaining agent for all employees 
coming under the jurisdiction of the union. 

The employer agrees to employ only members of the union and also apprentices, 
who, although not members of the union, shall at all times be under the jurisdic 
tion and supervision of the union. The union agrees to furnish at all times 
competent and qualified help as is required by the employer, meaning help who can 
properly do the work they are hired to do. In the event the union is at any time 
unable to furnish such competent help as is required by the employer, the employer 
may then procure its own help, who shall, if qualified for membership, be taken 
into the union on payment of the existing initiation fee. It is understood that all 
apprentices shall become members of the union within 4 weeks, but if within 
# weeks the apprentice does not meet the qualifications of the employer or the 
union, he or she shall be discharged. 

Experienced union members shall be paid the same rate as regular help on the 
same job. 

The employer, after requesting the union to supply him with help, shall wait 
24 hours before employing any other help. 

The employer shall not discharge any employee, unless justified in doing so, 
and such discharge shall be exercised with the justice and due regard for the 
rights of the employees. In case of discharge, the employee shall reserve the 
right to submit his or her claim of such discharge to the union representative 
and if unable to agree with the employer, said claim shall be submitted to 
arbitration as herein provided for, and such findings of the arbitration board 
shall be final and binding on both parties. 

There shall be no discrimination against any employees by reason of normal 
union activities. There shall be no union activities during working hours. 


EXCEPTIONS 
The foregoing provisions shall not apply to executives, superintendents, time 


keepers, office help, chauffeurs, solicitors, collectors, or watchmen, as they do 
not come under the jurisdiction of the union. 
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ARTICLE III 
EXPEL EMPLOYEE IN BAD STANDING 


The employer agrees to discharge any member of the union on 7 days’ notice, 
in writing, who is reported by the secretary or any other proper official of the 
union as suspended or expelled from the said union. 


ARTICLE IV 
KECOGNITION OF UNION REPRESENTATIVES 


The employer agrees to recognize and deal with such representatives of the 
union in his plant at reasonable hours of the day as the union may elect or 
appoint. The employer further agrees to permit duly accredited representatives 
of the union to visit his plant at any reasonable time during working hours, 
accompanied by the manager or his assistant, for the purpose of inspecting lists 
of employees, payroll records and time cards, in accordance with this agreement. 

It is understood and agreed by and between the parties hereto that all com- 
plaints must be made within a period of one (1) year from the date of the 
alleged violation (except in the case of vacations that have been earned in 
accordance with the terms of this agreement). Claims for wages earned and 
vacations may be made at any time. 


ARTICLE V 
RIGHTS OF EMPLOYER 


The employer shall have the right to make such fair and reasonable rules and 
regulations for the conduct of his business to be observed by the employees as 
he, in his discretion, shall deem necessary and proper, and shall in his judgment 
regulate and direct the duties of his employees, and nature of their work, and 
the union recognizes such right in said employer, provided such rules and regu- 
lations do not conflict with the terms and conditions of this agreement. 


ARTICLE VI 
HOURS, OVERTIME AND HOLIDAYS 


Hight hours of work shall constitute 1 day’s work for female employees. 

hight hours of work shall constitute 1 day’s work for male employees. 

Forty-eight hours of work shall constitute 1 week of work for female em- 
ployees, except in weeks where holidays fall, when 40 hours of work shall con- 
stitute 1 week of work. 

Forty-eight hours of work shall constitute 1 week of work for male em- 
ployees, except in weeks where holidays fall, when 40 hours of work shall con- 
stitute 1 week of work. 

Any employee working in excess of the hours hereinafter set forth on any 
1 day, or during any week, shall be paid at the rate of time and one-half for 
such overtime. 

The following days shall constitute holidays: Memorial Day, Independence 
Day, Labor Day, Thanksgiving Day, Christmas, and New Year’s Day. 

Employees working on Sundays or holidays shall be paid at the rate of 
double time for such work. 

No employee shall be compelled to work more than 4 consecutive hours without 
receiving a rest period, nor shall any employee be compelled to work more 
than 5 hours without being given at least one-half hour lunch period. 
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ArTICLE VII 
WAGE SCALI 


During the life of this agreement the following minimum wage scale shal 
prevail : 


Feeders, folders, and shakers $0.78 | Lead girls on flat work SO. SS 
fouch-up girls__—- .85 | Seamstress . 88 
( Wrappers .85) | Machine markers Mw) 
Packers . 85) Head marker and sorter YS 
licket writers ima . 85) Sorters (dirty) . 98 
(Checkers . 85) Curtain operators and = finish 
(Order fillers on cleali apparel .85) |] ers S1 
Stackers - .78 | Sock darners and shapers Raf 
Handkerchief girls ; .78 | Women washers in wash-room OS 
Truckers .9S8 | Starch washmat 1.13 
‘Tumbler operators (male and | Dry Washman 1.13 
female) .98 | Flatwork washman 1.13 
Finishers on wearing apparel .83) | Wringerman QS 
Press operators on shirts .85 | Puller and loader . 98 
Shirt finishers ‘ . 85 Head starcher . 85 
Shirt folders- 2 .85 | Assistant starcher . 83 
Shirt sleevers__ ; <Ser (Sanitation, male) 98 
Collar shapers__- S .85 | (Sanitation, female) . 85 
Breakers___—__ : .85 | Instructors 92 
Sorters (clean) .98 | Hand ironers and silk finishers . 88 
Checkers on soiled linens__- .98 | Miscellaneous help (female) . 78 
Chute sort__ ~o8 | 


People employed in the valet shop are to be paid as follows: 


Cleaner ; roe _ $1.48) Tailor $1. 28 
Silk presser__ 4 Se 

(a) It is understood that all classifications not incorporated in the above 
Will have their classifications clarified when the shop committee and union 
representatives meet with the employer after the execution of this contract. 

(b) All employees shall have 2 rest periods of 15 minutes each, 1 in the morn 
ing and 1 in the afternoon. These rest periods shall also apply to the night 
shift. Employees are not to leave the hotel during these rest periods, and 
there is to be no deduction in wages for the time off during those rest periods. 

(c) Wherever a wage rate increase is granted as of January 1, 1951, for any 
classification, it shail also apply to all workers whether on hourly rate, bonus 
or other form of incentive plan, with the increase being incorporated with the 
basic rate of pay where incentive or bonus plans are in effect. 

(d) The hotel shall supply washroom employees with such wearing apparel 
as is required in the performance of their duties, such as boots, rubbers, and 
rubber aprons, 

(e) The employer agrees that upon employment by him of any new help, 
union or otherwise, he shall immediately furnish the name, application, assign- 
ment, address and social security number of such help so employed to the union. 
This information is to be mailed to the union within 48 hours. 

(f) Inexperienced help shall receive 75 cents per hour for the first 4 weeks of 
service; then they shall receive such scale of pay as provided for in this 
agreement. 


| Presser 1. 28 


COMBINATION EMPLOYEES 


Whenever the employer desires or deems it necessary to change an employee 
from one class of work to another, the employee shall receive the highest hourly 
rate of pay applying to that particular class of work as hereinabove stipulated. 


SENIORITY RIGH'?s 


Within the classifications designated above, the principles of seniority will 
be recognized in all layoffs and restoration of employment. In the reduction 
of the force or increasing of the force in any of the classifications above specified, 
those last hired shall be first laid off, and those last laid off shall be first 
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restored to employment when the force in the particular classification is again 
increased. 

No employee shall be deprived of any seniority rights which he may have 
acquired in any classification of work by virtue of being transferred to any other 
classification. Whenever reduction of the working force is necessary to the 
point that more than one classification of work is combined in one job, the oldest 
employee in point of service competent to perform such classification of work 
shall be selected for the job. 

Seniority rights shall be recognized at the conclusion of an apprenticeship or 
1] month’s employment and then date back to the date of employment. 

In the event of a vacancy or creation of a new position, seniority will be 
recognized, due regard being given to ability and qualifigation. 

Any leave of absence agreed to between an individual employee and his em- 
ployer in writing shall not affect the seniority rights of such individual. 


ARTICLE VIII 
VACATIONS 


Employees who have been continuously employed in the plant for a period 
of 1 year shall be entitled to receive 1 week’s vacation with full pay, employees 
who have completed 3 years of service shall be entitled to 2 weeks’ vacation 
with pay. Such pay is to be paid at an average of the last 10 weekly pay periods 
preceding said vacation of not less than 40 hours. Any member who has been 
laid off from work or away from work because of illness and then rehired shall 
he given the same consideration as a member who has continuously worked ; 
provided, however, said layoff or illness does not exceed 60 days during this 
period, and shall be entitled to their vacation. Employees coming within this 
provision, if discharged within 1 year, shall be entitled to receive upon such 
discharge 1 day’s pay for every 50 working days of employment in lieu of the 
anticipated vacation. Any employee who has been in the continuous employment 
for more than 2 years and should be discharged before 3 years shall be entitled 
to 2 days pay for every 50 working days in lieu of the anticipated vacation. 
The 60 days for absence or illness to apply in this case. 


ARTICLE IX 
NO REDUCTION IN WAGES 


There shall be no reduction in wages to those now receiving any wages above 
the minimum figures hereinabove set forth. 


ARTICLE X 
CHECKOFF 


The employer agrees that the checkoff system shall be used for the collection of 
regular dues levied by the union on its members employed by the employer. 

The employer agrees to deduct said dues, initiation fees, assessments, and 
fines from the regular wages of said employees and transmit them within 5 days 
to the union. All such moneys received and collected as dues, fines, initiation 
fees, and assessments shall not be commingled with the funds of the employer, but 
shall be held in trust for the union. The union shall obtain authority from its 
members authorizing the employer to collect such dues. 


ARTICLE XI 
STEWARDS 


It is hereby agreed that the union may have one duly accredited representative 
to be known as steward, in each plant, to be selected by the union. It shall be 
his or her duties to receive complaints and to present them to the management. 
It is the intention of the parties that the steward will, to the best of his or her 
ability, attempt to carry out the terms, provisions, and intentions of this agree- 
ment, and to that end will cooperate with the management to the fullest extent. 
Tt is understood and agreed, however, that the steward shall have no authority of 
any kind, save that given him or her under this agreement. Shop steward shall 
rate top seniority while serving as shop steward. 
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ArTicLe XII 
SANITARY CONDITIONS 


The employer will furnish adequate ventilation for the premises on which the 
work is done. He shall also provide adequate facilities for dressing purposes 
which shall be comfortable and sanitary. 

It is understood and agreed that management will do everything reasonable 
within their power to safeguard the health and safety of all their employees 


ArTICLE XIII 
BULLETIN BOARD 


The employer shall make available for notices to be posted by the union a 
bulletin board which may be viewed by the employees Notices bearing the seal 
of the union shall be posted on the board. 


ARTICLE XIV 
GUARANTY OF WORK 


Any member of the union requested to report for work shall be guaranteed 
at least 4 hours of work on his or her appearance. 


ARTICLE XV 
PICKET LINE 


The employer agrees that no member of the union shall be required to pass 
through any picket line lawfully established by any union affiliated with the 
\merican Federation of Labor. No member of the union shall be required to 
do any work received by the enrployer from any other laundry plant which is in 
the process of strike. 


ARTICLE XVI 
ARBITRATION 


In order to promote the fullest cooperation between the parties and to aid in the 
prompt performance of the terms and spirit of this agreement, any and all griev- 
ances Which may arise during the terms of this agreement, the following proce- 
dure shall govern: 

Any employee having a grievance shall take up such grievance with the shop 
steward, who shall attempt to adjust the grievance with the head of the depart 
ment where such grievance originated. 

If no mutually satisfactory adjustinent of the grievance is thus consummated 
the business agent of the union shall then take the grievance up with the man 
ager of the company. If no satisfactory adjustment of the grievance is then 
obtained, the business agent shall take the grievance up with the highest offici 
of the company, if there be one higher than the manager, and endeavor to reach 
an adjudication of the grievance. 

Where no adjustment has been reached under the machinery thus provided, 
the grievance shall be submitted to a joint arbitration board upon demand of 
either party to this contract. The joint arbitration board shall consist of 5 mem 
bers. 1 member to be selected by the company, 1 member to be selected by the 
local union, and the third member to be chosen by the 2 selected by the parties 
hereto. In the event that the members selected by the company and the union 
are unable to agree upon the third member within % days after their selection, 
either party may request that the United States Conciliation Service of the 
Department of Labor select such third member, and whosoever is selected by 
the United States Conciliation Service shall become the third member of thr 
Joint Arbitration Board. The Arbitration Board shall meet not later than 5 
days after its selection and it shall render its decision in the dispute in writing 
within 5 days after closing its hearing of the dispute. 

It is expressly understood and agreed that when any decision or award shall 
have been reduced to writing and signed by any two of the said arbitrators, said 
decision or award shall be final and binding upon the parties hereto and shall 
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become a part of the contract and agreement of the local union and the company, 
the same as if such decision or award were incorporated herein and together 
with the covenants and agreements herein contained shall be and remain the 
contract of the company and the local union during the term hereinafter 
mentioned. 

It is mutually agreed that no cessation of work shall occur during the process 
of adjustment of grievances, and it is further agreed that the arbitration board 
shall have full jurisdiction over any matter that may arise which may not be 
specifically covered in this agreement but which may be a subject of dispute. 


ARTICLE XVII 
WELFARE PROGRAM 


In addition to wages regularly to be paid by the employer to its employees 
under this agreement, each employer shall contribute the sum of $5.62 per month 
for each employee in its service covered by this agreement who is on the payroll 
during any said month, including vacation periods for which wages are paid. 
It is intended that payment shall be made for regular or steady workers for each 
month that they receive any wages whatsoever regardless of the number of 
hours worked in that month. If, however, a regular or steady employee is 
absent for an entire month and received no salary in any manner for any amount, 
no contribution need be made by the employer for said employee for that month. 
Contributions are to be made for each employee who is a full-fledged member of 
the union (i. e., whose dues for said month have been paid) from the first date 
of employment, but contributions need not be made by the employer for (a) new 
members who are serving their probationary period in the union prior to their 
admission into the union as full-fledged members, or (b) members who are at 
the time covered by any other health and welfare plan to which the union is 
a party. . 

The contributions due hereunder shall be made by the employer retroactively 
to January 1, 1951 and shall be paid from that date up to and including 
December 31, 1954. 

The contributions shall be paid directly to the Hotel Laundry Workers In- 
ternational Union, Local No. 46, as the representative of the social-security 
department of the Laundry Workers International Union, designated as such 
as shown by exhibit 1 hereto, and the funds shall be deposited by said union 
in a special account and disbursed as follows: 

(@) Net premiums for insurance in effect shall be forwarded to the Security 
Mutual Life Insurance Co. of Binghamton, N. Y., the policy for which is to 
be issued as of April 1, 1951 and which is to provide death benefits, accident 
and sickness benefits and hospital, surgical and medical expense benefits for 
the eligible employees. 

(b) Payment of all valid claims of employees covered under this plan for the 
period from February 15, 1951 to April 1, 1951. 

(ce) Dividends or surplus, if any, are to be forwarded to the trustees of 
the social-security department of the Laundry Workers International Union 
to be held and disbursed for the purposes of said trust. 

Contributions will be reported by the employee to the union on the regular 
union collection report, commonly called the checkoff sheet, and the checkoff 
of dues will be for the month following the date as of which the collection 
report is filed, but the Welfare contribution will be for the month just ended. 

The union hereby represents and warrants to the employer that the said 
social-security department of the Laundry Workers International Union is an 
organization operating in full compliance with the provisions of section 302 
(c) of the Labor Management Relations Act of 1947 (commonly called the Taft- 
Hartley Act, and that all payments made by the employer pursuant to this 
article XVII are in full compliance with such act and exempt from the 
restrictions of section 302 (a) of said act. 


ARTICLE XVIII 
AGREEMENT 
This agreement shall go into effect January 1, 1951 and (except as herein 


provided with respect to the welfare program, article XVII hereof) continue 
until December 31, 1952, on which date this agreement and the terms hereof 
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hall be automatically renewed from year to year thereafter unless 30 days 
prior to the expiration of this agreement and the expiration date of any renewal 
thereof, notice in writing by registered mail is given by either party to the 
other of changes proposed in said agreement. In the event such notice is given 
by either party and negotiations are not completed upon the expiration date 
of this agreetmnent, or of any renewal thereof, then and in that event this agree 
ment shall continue in effect until a new agreement shall be executed ; provided, 
however, that any increases in wages shall be retroactive to the expiration 
date of this agreement or of any renewal thereof. Anything hereinabove to 
the contrary notwithstanding, (a) no change shall be made in the welfare 
program prior to December 31, 1954, and (b) the obligation of the employer 
to make contributions on account of said welfare program shall terminate on 
December 31, 1954, unless such obligation is extended by specific written 
agreement of the parties. 

In witness whereof the parties hereto, by their respective duly authorized 
representatives, have executed this agreement by signing the same in duplicate, 
at the place and on the day and year first above written 

LAUNDRY WORKERS’ INTERNATIONAL UNION 
LOCAL No. 46 
By E. C. JAMES. 
Signed for employe) 
HILTON HorTe.ts Corp. 
By Stevens Hotel. 
Robert P. Winiford, 
Brecutive Vice President. 

Mr. Leece. How was this fund operated in principle, Mr. Wilson / 

Mr. Wiison. In principle, the hotels pay this monthly amount to the 
union as agent of the social-security department of the international. 
That was starting as of January 1, 1951. U p until December 31, 1952 
the ‘pag were made in that manner; since January 1, 1953, the 
checks have been sent to the local union, but payable to the social 
security department of the international. 

Mr. Leece. Then from the middle of 1951 until December of 1952, 
payments were made to local 46 in Chicago. 

Mr. Witson. As agent for the social-security department. 

Mr. Lerce. Who operated or acted as trustee of the fund during that 
period of 18 months, approximately ? 

Mr. Witson. It was our intention that the trustees of the fund would 
he the trustees of the social-security department. We as hotels did not 
appoint trustees, feeling, frankly that we had no right to ask for 
trustees in view of the fact that we were a very small group, of, as we 
were told, the large group of laundry workers throughout the country 
that were involved in the social-secur ity department. 

Mr. Lercre. Do you know, however, who actu: lly did function as 
trustees for this local 46 fund? 

Mr. Wiison. No, I do not know. 

Mr. Lrece. Your payments then were made to local 46? 

Mr. Wiison. That is correct. 

Mr. Leece. Do you know what disposition was made of those funds 
thereafter ? 

Mr. Witson. No, I do not. We assumed—by we, I mean the 
hotels—that the funds would be used first to purchase the policy as 
described in the agreement with Security Mutual. Second, to pay 
certain claims in the interim period between the time we started our 
contributions and the policy was purchased. There was a lapse there, 
I think, of 90 days. And any surplus to go to the social-security de- 
partment of the international. 
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Mr. Lerce. Actually, though, Mr. Wilson, weren’t you setting up a 
program separate and distinct from the international program at 
Indianapolis ? 

Mr. Witson. We did not consider it to be, and our counsel advised 
a 

Mr. Leece. Why didn’t you make your payments to the social- 
security department at Indianapolis? 

Mr. Wiison. Because it was arranged otherwise. Possibly we 
should have. 

Mr. Leece. If your workers were in fact covered under the interna- 
tional program, would it not have been more logical and more consis- 
tent to have sent your payments to the trustees who operate the na- 
tional program rather than to their local representatives in Chicago ? 

Mr. Wiuson. Except that it was our agreement with the local repre- 
sentatives that a special policy would be issued to the local union as 
agents of the social-security department for this particular group of 
employ ees. Therefore the mechanics of it were created whereby we 
were to make the payments locally. 

Mr. Leece. You say that it was considered by your people as part 
of the national program. One of the trustees for the national program 
isa representative of the Laundry Owners Association in Chicago, Mr. 
John Toomey. 

Mr. Wutson. So we understand. 

Mr. Lerce. Do you know? 

Mr. Witson. We were told that by Mr. James, but I have never 
met Mr. Toomey. I have talked to him over the phone from time 
to time during negotiations over the years. I do not recall whether 
or not I or any of the hotel men might or might not have asked Mr. 
Toomey whether he was so servin 

We assumed if Mr. James felt ws that Mr. Toomey was serving, 
he was serving. 

Mr. Lerce. Since the middle of 1951, to your knowledge has Mr. 
‘Toomey made a report of any kind to your association concerning 
the operation either of this local 46 fund or the national fund ? 

Mr. Witson. He has not made a report to us. 

Mr. Leece. Have your people asked for a report concerning the 
operations ? 

Mr. Wirson. We have not. 

Mr. Lerce. Have your people participated, or did they participate, 
in any way between June or re of 1951 and December of 1952 in 
the operation of the local 46 program ? 

Mr. Wirson. No, sir. : 

Mr. Leecer. Is it not a fact that the people actually running the 
local 46 program were international officers of the union ? ' 

Mr. Wirson. That I do not know, but I assume that to be correct. 

Mr. Lerce. If I understand your testimony, during the period 
July 1951 to December 1952 you had no idea as to what disposition 
was being made of the moneys contributed by your employers. 

Mr. Wison. We assumed that the money was being used in accord- 
ance with the agreement that we entered into with the local union 
as spelled out in the contract and as approved by the international 
union in correspondence with Mr. Byers, I believe. 

Mr. Leece. But even if we adopt your argument, Mr. Wilson, Mr. 
Toomey represented the Chicago laundry people. He was a trustee of 
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the national program. As I understand it, your association received 
no reports from Mr. Toomey, nor did you ask for any. 

Mr. Wutson. That’s correct. 

Mr. Lerce. Concerning the operation of this program. 

Mr. Wuson. That’s correct. 

Mr. Leece. Now do I also understand that part of your agreement 
with the laundry workers provided that if dividends were paid by 
Security Mutual in this case, those dividends would be turned over to 
the social security department in Indianapolis? 

Mr. Witson. That is correct. 

Mr. Leece. Do you know whether or not dividends were paid by 
Security Mutual on the local 46 program ¢ 

Mr. Winson. I do not know. 

Mr. Leece. Was there not also as part of that agreement a stipu 
lation that any bank surplus in the local 46 fund at such time as 
they became a member of the national fund would be turned over 
to the national fund ? 

Mr. Witson. The word that is used in the agreement is “surplus.” 

Mr. Lerce. That was a part of that agreement ? 

Mr. Wixson. That’s right. 

Mr. Leece. Do you know whether or not the trustees of the local 
46 fund in fact had a bank account / 

Mr. Witson. I do not know. 

Mr. Leece. When did local 46 become a part of the national fund / 

Mr. Witson. That I do not know either, other than I would assume 
that it would be on or about the time that they asked us to change the 
payee of the checks, which was January 1, 1953. 

Mr. Lerce. Mr. Chairman, | have here a certified copy of 4 ledger 
sheets. The name of the Hotel Laundry Workers International Union. 
Local 46, 1640 West Van Buren Street, Chicago 12, IL, appears at 
the top, and the Central National Bank in Chicago, reflecting the 
traffic in that account until the date the account was closed on March 
13, 1953. 

At that time there was a balance in the account of $17,089.10. That 
indicates that a check in that amount was drawn against that account 
closing out the account. There is no indication that that check was 
ever turned over to the international at Indianapolis. The records 
of the bank also indicate that the only persons authorized to draw 
against that account were Mr. Eugene C. James and Mr. Sam Byers, 
president of the Laundry Workers’ International Union, as trustees of 
the local 46 account. 

May I ask you, Mr. Wilson: Did you have any occasion to consult 
with either Mr. Byers or Mr. James during the period June 1951 until 
December 1952 when local 46 joined the national ? 

Mr. Witson. I have never met Mr. Byers, have had no discussions 
with him of any sort, and I don’t believe any of the other hotel men 
on our committee have. I could be wrong on that. As I recall, we 
had no meetings with Mr. James during that intervening period until 
approximately a week, 2 weeks, 3 weeks prior to the expiration of the 
existing bargaining agreement, at which time he came in with certain 
proposals plus this request to change the payee on the check. 

I would assume that that is the only contact that any of us had 
with him in the meantime. I could be wrong. I don’t recall any 
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intervening meetings. I do have a record of meeting with him, | 
believe it is on December 22. 

Mr. Leece. I have no further questions. 

Senator Atiorr. When are you going to leave, Mr. Wilson ¢ 

Mr. Witson. | am anxious to get away as soon as Tecan. IL was hop 
ing to get out tonight. 

Senator Attorr. When does your plane leave ‘ 

Mr. Witson. | have a reservation on the 5:30 train, which I can 
make. Or, by the same token, I can hold myself until a later plane if 
I can be of any assistance. I would like to get out tonight if that is 
at all possible. 

Senator Atworr. I have one question | wanted to ask you. Who is 
this Mr. James you refer to? 

Mr. Wirson. It is the gentleman sitting in the brown suit over there. 

Senator Atiorr. Is he a member of the union / 

Mr. Witson. I do not know. He is the business represent: itive 
with whom the hotels negotiated. 
sentatives with whom we negotiate. 

Senator ALttorr. With whom you negotiated all your contracts? 

Mr. Witson. Contracts since approximately 1947 or 1948. 

Senator Atiorr. That is Eugene James? 

Mr. Wizson. It is E. C. James. I believe it is Eugene. I am not 
sure of that. 

Senator Atvorr. That is all. 

Mr. Leece. One further question, Mr. Wilson. This program was 
originally insured through Security Mutual Life Insurance Co. 

Mr. Wirson. That’s correct. 

Mr. Lerce. Were you advised at any time that the premium charges 


as to members of local 46 had been reduced downward at any stage / 
Mr. W ILSON. No. 


Mr. Leece. In this operation / 

Mr. Wutson. No. 

Mr. Leece. Who is insuring the program at the moment ? 

Mr. Wurson. I understand that it is California Life Insurance Co. 
We had no knowledge of the change of insurance company until Mr. 
Plant called on me in my office in September or October. Since then 
I have received from one of the hotels a booklet describing what ap- 
pears to be the international program of the California Life Insurance 
Co. as the insurer, and with the benefits which apparently coincide 
pretty much—TI haven't made a thorough study of it—with the benefits 
we had originally set up. 

Mr. Leece. But you had no idea that the premium charges in this 
case had been reduced at one point ? 

Mr. Witson. No. 

Mr. Leece. It didn’t affect your contribution ? 

Mr. Wuson. That’s right. 

Mr. Lerce. You made the same contribution ? 

Mr. Wirson. That’s correct. 

Mr. Leece. And you had no information concerning the fact that 
the carrier on this case had been changed from Security Mutual t 
California Life Insurance Co.? 

Mr. Wirson. That’s correct. 

Mr. Leece. In summary, then, as I understand it, you entered into 
an arrangement with the representatives of local 46, Mr. 
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specil cally, under the terms of which you agreed to pAaVv Po.b 


y™ 
onth per employee. 
Mir. Wiisonx. That's correct. 
Mr. Leecre. No trust arrangement was entered into, no. trust 


vreement ¢ 

\ir. Winson. That's correct. 

Mr. Lerce. The employers and members of your association played 
o part in the operation of the fund 

Mr. Witsonx. That’s correct. 

Mr. Leece. You had no idea as to what the insurance experien 
vas on this case as evidenced by the fact you had no knowledge that 
the premium had been reduced. 

Mr. Wiison. That’s correct. 

Mr. Lerece. You had no knowledge of any bank account that 
established on behalf of this fund / 

Mr. Wiutson. That's correct. 

Mr. Leece. You did not in fact know who the trustees 
were operating this fund. 

Mr. Witson. That is right, as trustees. 

Mr. Leece. You had no information as to whether the insurance 
company had paid a dividend, and if in fact they had paid a dividend, 
what disposition had been made of it ? 

Mr. Witson. That's correct. The only thing I might add is the 
one thing that I mentioned at the hearing the other “ad: ay, that Mr. 
James did refresh my memory that at one bargaining session in the 
intervening period he did make an offer to let us inspect some sheets 
or reports or checks that he had that we did not take advantage of. 
It was in a very hurried session. What they consisted of. 
know. 

Mr. Leece. I have no further questions. 

Senator Anuorr. I want to make a statement for the record that 
Mr. James, who has been designated and identified by Mr. Wilson, 
has just come to the table and asked me to put a question to you, which 
I do—not for him but in the interests of bringing out all the facts. 

That is, whether or not at the conclusion of the contract he did not 
bring or disclose to you a complete financial setup of the transaction? 

Mr. Wuson. That’s the reference I just made, Senator. 

Senator Atuorr. That’s the reference you just made a minute ago? 

Mr. Wirson. He had some papers and documents that we did not 
nspect. What they consisted of, I do not know. 

Senator Atxorr. Did he state at that time what they consisted of ? 

Mr. Wirson. I don't recall exactly what was stated at that time 
ther than I do recall that during this bargaining session at that 
part icular period, which was the end of the contract, he proffered some 

(locuments for inspection which we did not take the op portunity to 
nspect. I cannot even be sure as to why we didn’t other than I would 
think it was the pressure of time. 

We negotiate with 8 or 10 or 12 unions at a time; and we some 
times go from a meeting with one at 2 o’clock to another one at 2:30, 


) 


Wis 


were that 


] do hot 


nother one at 3. We have them lined up and it is a very difficul 
procedure. It is most likely that at the time he proffered them, it was 
not possible for us to inspect them, It has been deferred since. What 
they consisted of, I do not know. 

Senator Atuorr. That is all, thank you. 
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Senator Dove.as. Thank you, Mr. Wilson. I think in view of the 
heavy schedule we have tomorrow, we should start with Mr. Plant and 
his testimony tonight and run for about half an hour before we 
recess. Mr. Plant, would you take the stand ¢ 

Mr. Plant, would you raise your right hand? Do you solemnly 
swear that the testimony which you are about to give is the truth, the 
whole truth and nothing but the truth, so help you God / 


TESTIMONY OF FRANCIS X. PLANT, STAFF INVESTIGATOR, SUB- 
COMMITTEE ON WELFARE AND PENSION FUNDS OF THE COM- 
MITTEE ON LABOR AND PUBLIC WELFARE 


Mr. Pianr. I do, sir. 

Senaor Doveias. Would you give your name for the record ¢ 

Mr. Pian. Francis X. Plant. 

Senator Doveias. You have been an investigator for the staff of 
this committee since when ? 

Mr. Piant. Since October 1954, sir. 

Senator Douglas. And you are in general charge of the investiga- 
tion of the Laundry Workers’ International Union 

Mr. Pianr. Yes, sir; under Mr. Leece’s supervision, sir. 

Mr. Leece. Mr. Plant, will you acquaint the committee generally 
with the overall problems affecting the establishment and operation 
of the laundry workers welfare fund which covers approximately 
60,000 workers involving from 30 to 40 local unions in every section 
of the United States? The committee has had considerable difficulty 
getting cooperation from some of the international officers of the 
union and in acquiring some of the necessary records. For that reason 
the committee feels that a broad general summary statement of the 
staff’s investigative findings as they relate to the operation of this 
welfare fund are proper at this time. 

Mr. Plant and his staff have been engaged in the investigation for 
the past several months from New York to San Francisco; and with 
that as a preface, could you, Mr. Plant, advise us generally as to what 
your findings have been? 

Mr. Puan. I might start off first by pointing out and referring to 
the report of the proceedings of the convention of the Laundry 
Workers International Union, which was held in Chicago in May 
of 1953. According to that report the Laundry Workers Interna- 
tional Union had previously held a convention in Chicago in May of 
1949; and at that 1949 convention they passed a resolution to establish 
a social security department for the purpose of putting into effect on 
a nationwide basis a welfare program. 

Also in May of 1949 at the convention it was recommended that 
Mr. Sam J. Byers, who is the general president of the Laundry 
Workers International Union, appointed a committee of three to 
investigate the practicability and workability of such an international 
welfare plan. 

Mr. Byers thereupon appointed Mr. Lawrence R. Palacios, who is an 
international vice president and president of local 26 in San Fran- 
cisco; Mr. Charles Goldstein, who is also an international vice presi- 
dent and president of local 52 in Los Angeles; and Mr. Eugene C. 
James, who was then acting secretary-treasurer of the international 
and a trustee for local 46 in Chicago. 
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Mr. Byers in this report to the convention in May 1953 went to 
reat lengths to explain to the convention the number of steps which 

ad been taken prior to the establishment of this welfare ale He 
pointed out, for instance, that 78 insurance companies were asked to 

ubmit comparative bids on what benefits could be given for the con- 

templated employer contributions. He also pointed out that sta- 
tistical and actuarial figures were received from these various 
insurance companies as to what should be the basic minimum benefits 
and the costs of the same. 

He further pointed out that an analysis had been made of some 120 
welfare plans of other labor unions to learn what t the ir experience had 
been in respect to applying the entire employer contribution to the 
payment of insurance premiums. 

During the course of our investigation we received other informa 
tion concerning these bids which they reportedly had received from 
these insurance companies, 

For instance, in the minutes of the board of trustees of the social 
security department—I might explain at this time that the social 
security department is located in Indianapolis in the offices of the 
international union. The social security Seomhenans is the admin- 
istrative body which runs the plan, and it does so under the control of 
a board of trustees. The board of trustees at the present time consists 
of six individuals whose names I will mention later. 

Mr. Leece. At that point, Mr. Plant, these trustees do, however, 
represent both the contributing employers and the union? 

Mr. Piant. That’s night. There are 6 at the present time—3 from 
the union and: 3 from the employers. 

Mr. Leece. Would you name the trustees at this print, Mr. Plant? 

Mr. Pianr. The trustees at the present time are Mr. Sam J. Byers 

Mr. Leece. Will you identify him, please / 

Mr. Prant. Mr. Sam J. Byers is general president of the Laundry 
Workers International Union. Mr. Matthew Dooley 

Mr. Leece. What is Mr. Byers’ capacity with the trust fund? 

Re Piant. He is chairman pill deaed annie: Mr. Matthew 

Dooley is an attorney and is a representative of the San Francisco 
ial Owners Association and acts as counsel to the board of 
trustees and is also secretary-treasurer of the board of trustees. He 
of course is an employer representative. 

The third tas or Mr. Charles R. Goldstein, who I previously 
mentioned and who is an international vice president of the Laundry 
Workers International Union and president of local 52. 

Mr. Lerece. Where is local 52? 

Mr. Prianr. In Los Angeles. The next member is Mr. John T. 
Toomey, who is executive secretary of the Chicago Laundry Owners 
Association, and of course a member of the board of trustees repre- 
senting employers. 

The next one is Mr. Winfield Chasmar, who is the international 
vice president of the Laundry Workers International Union and presi- 
dent of local 284 in Jersey City, N. J. 

The sixth member is Mr. Chantry Davis, who is executive secretary 
of the Philadelphia Laundry Board of Trade. 

Mr. Lerce. Is Mr. Chasmar a member of the executive board of 
the Laundry ‘Workers International Union ? 
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Mr. Pianr. Yes,sir. In August of 1950, however, at the first meet- 


ing of the board of trustees, there were only two trustees. That was fag 
Mr. Sam J. Byers and Mr. Matthew J. Dooley. ie 

At this first meeting Mr. Dooley went to great lengths to point «4 
out the preparations that had been made in ‘looking over plans of m4 
insurance companies and analyzing bids and so forth prior to the ‘ 
selection of a carrier. He pointed out that for the past 2 years he, 3 


re ae his association; Mr. Palacios, the president of local 26 
in San Francisco; and with a joint committee from local 26 and the 
association—that is the Laundry Owners Association of San Fran- 
cisco—had studied a great number of group insurance plans for 
employees. 

He said that he and Mr. Palacios also conferred with Mr. Byers 
and Mr, Goldstein and Mr. James: and they examined extensive 
group insurance plans and me named some of the ‘pe uns as originat- 
ing with John Hancock No. 1; John Hancock No. 2; Travelers No. 1; 
Travelers No. 2: California Physi ians; Founders Fire and Marine: 
and several others. 

Mr. Dooley pointed out further that they made extensive study of 
group insurance policies covering union members and various other 
industries; and they held extensive conferences with persons familiar 
with such plans. 

They then pointed out that the Security Mutual Life Insurance Co. 
submitted a comprehensive plan to cover all members of the Laundry 
Workers International Union. Then the minutes state that it was the 
consensus of the trustees, namely, Mr. Byers and Mr. Dooley, that the 
proposal of the Security Mutual Life Insurance Co. was the most 3 
clesirable and should be accepted and put into effect for the period of i 
1 year, from April 1, 1950, to midnight of March 31, 1951. 1 

To go back to the report that Mr. Byers made to his convention, in 4 
his report to the convention he said that it was finally decided to make 4 
the necessary insurance arrangements with Security Mutual Insurance ie 
(‘o. since its proposal was fr: amed upon the theory that some reserve 
should be set up and that the entire employer contribution should not 
be allocated solely to the payment of premiums. 

We have heard during the course of our investigation, as I have 
stated, of these bids; and we have tried to get copies of them so we could 
look at them. 

We have been told by Mr. Dooley that they have been destroyed. 
We were told by other people that they were in Mr. Dooley’s posses- 
sion. But we have never been able to get any bids. 

Mr. Lerce. May I ask you this, Mr. ‘Plant. Is there any indication 
that there are any such formal presentations by any insurance company 
at the headquarters of the social security department in Indianapolis? 

Mr. Pianr. No, sir. 

Senator Doverias. Mr. Plant, before we go further, let’s establish 
certain facts. What are the contributions under this fund ? 

Mr. Pranr. The contributions differ, Senator, according to the loca- 
tion of the local involved. Generally speaking I think they differ in 
that some locals pay $1 and another is $1.25 per person. 

Senator Dovetias. Per week per person ? 

Mr. Pranr. That is right. 

Senator Doveras. Is that the range, from $1 to $1.25? 

Mr. Piant. Yes, sir. ‘ 
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Senator Dovueias. And the benetits vary from locality to locality ! 

Mr. Puant. That’s correct, sir. They have explained to us that the 
lollar value that the beneficiaries receive in all cases is about the same 
regardless of the amount of contribution—the dollar value that they 
vet back. 

Mr. Leece. In furtherance of Senator Douglas’ 
true that this is first of all a national program / 

Mr, PLtanr. That’s correct. 

Mr. Lerece. And from a benefit standpoint, the program is broker 
lown into 5 or 6 different types of plans / 

Mr. Puanr. I think at the present time it is seven. 

Mr. Leece. In other words, the United States is broken down into 
seven different areas, and contributing employers and members of the 
mere Workers Union located in those specific areas have their own 

articular plan ? 

Mr. Puant. I don’t think specifically, Mr. Leece, that they break 
down the United States into different areas. Let's say a local, for 
instance in Miami, Fla., might belong to one plan; and yet a local close 
by, maybe in a neighboring State, would be in another plan. 

Senator Doveras. But it is in different categories ¢ 

Mr. Puant. That’s correct, sir. The by re fer to them as pli blis, 

With further reference to these bids that we have brought out a 
a ago, we checked the records of Security Mutual Life Insurance 

, to see whether or not they had submitted any comprehensive plan, 
as 5 Dooley stated, or whether or not they had submitted a proposal 
as referred to by Mr. Byers in his report to the convention. 

The only thing we were able to find in the files of Security Mutual 
principally were first a letter dated February 6, 1950. Rather, I will 
change that from a letter to a memorandum, dated February 6, 1950. 
which was written by a Mr. Best of the Security Mutual staff. 

According to this memorandum, Mr. Best reported that Saperstein 
had visited the company— 

Mr. Leece. Will you identify Mr. Saperstein / 

Mr. Puanr. Mr. Saperstein is Mr. 
the insurance broker in this case. 

Mr. Leece. Had the trustees been consulting with Mr 
prior to this time to your knowledge / 

Mr. Puiant. It is my recollection, Mr. Leece, that they had been. 
At this stage of the game you must realize that there were only two 
trustees. 


comment, 18 1t not 


Louis B. Saperstein, who was 


; saperstemn 


At February 6, 1950, the social security department actually hadn't 
been formulated, and the only two trustees that were in existence were 
Mr. Byers and Mr. Dooley. They were trustees for the welfare fun 
operated by local 26 in San Francisco. 

Later when the social security department was created, then the) 
moved into and became trustees there. 

Senator Atiorr. At this convention which you mentioned where 
Mr. Byers explained about the one-hundred and twenty-« 
plans that they had investigated, did Mr. Byers ever 
Saperstein ¢ 

Mr. PLant. No, sir 

Senator Dovenias. Would you describe this memorandum / 

Mr. Piant. In this memorandum Mr, Best reported that Mr. Sape1 
stein—Mr. Louis B. Saperstein—had reported that there were about 


yr-some odd 
mention Mr. 
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80,000 members of the international union who would be eventually 
included in this insurance program; that there were at the present 
time about 3,000 in California and a welfare plan had been negotiated 
with the employers for them. 

He reported that Saperstein told them what coverage he expected 
and stated that he had $2.80 to spend. He also reported that Mr. 
Saperstein said that he would expect his usual group commission and 
a 5-percent service fee to the union. 

Senator Dovueias. A copy of this memorandum of Mr. Best’s was 
put into the proceedings of the executive session, as I remember it. 

Mr. Piant. That is correct. 

Senator Doveras. I will now ask that it be made a part of the pub- 
lic record at this point. 

(The document referred to was marked “Exhibit 6.) 


Exursit 6 


SecuRITY MouTua. Lire INSURANCE Co., 
Binghamton, N. Y., February 6, 1950. 
INTERNATIONAL LAUNDRY WORKERS UNION, A. F. or L.: 

Mr. Saperstein phoned about this case. He informed me that there are 80,000 
members of the international who will eventually be included in the insurance 
program, that there are 3,000 members of the union in California, and that the 
plan has been negotiated for them. This plan would supplement the New Jersey 
plan for accident and health insurance, and also would eliminate 12 days hos- 
pital confinement, due to the hospital confinement plan included in the TDB out 
there. For this coverage, he has $2.80 per month to spend. He would expect 
his usual group commission on this, and in addition, a 5 percent service fee for 
the union. 

The rates were roughly calculated by myself, Mr. Marshall, and reviewed by 
Mr. Wickes, and it would appear that probably from a dollar-and-cents stand- 
point, the coverage could be given. The accident and health coverage would cost 
about 50 cents; hospital, 96 cents; surgical, 70 cents; medical, 41 cents; and 
A.D. and D.,10 cents. These rates are monthly. This would be a total of $2.67. 

The case was taken by Mr. Wickes and myself to the underwriting committee 
which was then in session in Mr. Russell’s office. It was discussed thoroughly 
by the full committee, and unanimously agreed that because of the geographical 
location, the difficulties that could possibly be encountered with the California 
department, and the nature of the average employee in this industry, and our 
lack of experienced manpower to handle a case like this, that we would decline 
to write this business. 

Mr. Wickes phoned Mr. Saperstein of this decision, and Mr. Saperstein in- 
formed Mr. Wickes that he would then attempt to place the coverage with the 
Washington National. 

R. M. Best, 


Supervisor, Group Sales. 


Senator Doveias. Was it stated what his usual commission was? 

Mr. Prant. Not in this memorandum, Senator. I can go into that 
now if you want me to. 

Senator Doverias. Yes. What was the usual commission ? 

Mr. Prantr. The usual commission to which Mr. Saperstein made 
reference was a flat 10 percent on premiums and a service fee of 
(.526316 percent of such premiums. 

Senator Doveras. Making a total of approximately 10.5 percent. 

Mr. Piant. That’s correct. 

Senator Doueras. This was on the entire amount of the premium / 

Mr. Prant. That’s right. 

Senator Dovetas. Not on the first installment of the premium ? 

Mr. Piant. No, sir, that was every year. 
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senator DouGLas. Was it to apply to successive annual pay ments o1 
renewals, or simply for the initial payment ‘ 

Mr. Puan. Right through—renewals and all. 

Senator Doveias. What were the average annual payments to the 
insurance company ‘ 

Mr. Pranr. The payments to the insurance company—may I put 

t this way, Senator. The records show that Sec urity Mutual paid 
ss aperstein a commission on this case of $262,507.55 

Senator Ives. Is that the 5 percent ‘ 

Mr. Piant. No, that is the 10.5 percent. 

Senator Doveias. On premiums then of around $2.5 million ¢ 

Mr. Prant. That’s right. 

Senator AtLorr. Over what period ¢ 

Mr. Prant. During the period from April 1950 to September 50, 
1953. California Life which was the second carrier in this case begin 
ning in October of 1953 paid Mr. Saperstein a commission of $91,022.55 

That commission was at a lower rate. When the case moved over to 

California Life, Mr. Saperstein’s commission was a 6.5 percent, plus a 
» percent override—making it 8.5 percent. 

So out of this case, and from both carriers, Saperstein got in com 
missions $353,530.47. 

Senator Ives. During what period of time? 

Mr. Pranr. That would be up to the time he was cut out, from April 
1950 to June 3, 1954, when his agent’s contracts were canceled. 

Senator Doveras. In addition to that, there was paid to the unio: 
a so-called 5 percent service charge ? 

Mr. Piant. That’s correct, Senator. 

Senator Doveras. How much did that amount to 

Senator ALtorr. Was that paid to the union, too, or to the welfare ‘ 

Mr. PLanr. It is actually paid to the welfare deputies, and I will 
go into that. 

Senator Ives. Was it paid or was it held? 

Mr. Piant. It was eventually paid. It was withheld from the 
premium by the social security department and paid by the social se 
curity department to welfare deputies. 

Mr. Lexce. It amounted to discounted premium. 

Mr. Puantr. That is right. 

Mr. Leece. Before the premium was remitted by the social security 
department to Security Mutual, they discounted it 5 percent. 

Mr. Prant. That is right. 

Senator Doveiss. How much did that amount to? IT imagine if 
amounted to approximately $130,000. 

Mr. PLant. It amounted to $238,076.28 

Senator Doveias. Mr. Saperstein was to get 10 percent, but was 
only paid $262,000, and there was a 5 percent commission ? 

Mr. Prant. When I gave you the second figure of $238,000, that 
would include the payments made to welfare deputies under both 
carriers. 

Senator Dovaeras. I see. 

Mr. Pxuant. I was going to go into how this 5 percent business 
started. 

The Security Mutual Life Insurance Co. wrote the board of trustees 
on August 18, 1950, and then we have located a duplicate letter in their 
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tile dated August 25, 1950, wherein they stated that due to the fact 
that this company, Security Mutual, is situated a great distance from 
the members insured under the policy—and may I interpose there at 
this time, local 26 was the only local covered so that it was in San 
Francisco—and as it didn’t have sufficient number of fieldmen to make 
necessary personal contact with members; and because the trustees 
would be required to keep actual records and make detailed reports 
from which premiums due can be computed; and as the company 
can't actively participate in the administration of the insurance plan, 
the insurance company therefore delegates such administrative and 
fieldwork to the board of trustees and to reimburse those trustees for 
this expense, the company agrees to take a 5 percent reduction in pre- 
mium otherwise payable, so that the monthly premium per employee- 
and this pertains to local 26—shall be $2.66 instead of $2.80 originally 
agreed upon. 

On December 11, 1950, Security Mutual wrote the trustees in 
reference to their previous letter of August 18, and therein they said 
that the agreement made in the letter of ‘August 18, 1950, should apply 
to all locals ¢ oming into the plan. 

As I pointed out, the records of the social security department show 
that during the eriod April 1950 through September 30, 1954, when 
we closed our aaah of the social security department’s books, the 
sum of $238,076.28 had been paid out to these welfare deputies as a 
result of these agreements. 

Mr. Leece. At that point, Mr. Plant, what disposition did the social 
security department make of those funds, the 5 percent discount ? 

Mr. Pian. The social security department at the time a local came 
into the plan, Mr. Byers would delegate or nominate a welfare deputy 
in the local involved. At the time he was nominated the welfare 
deputy would sign an agreement which in fact made him an inde- 
pendent contractor. 

From the time the contributions came in for that local to the social 
security department, from that time on the social security department 
would deduct the 5 percent of the premium and send it by check to that 
welfare deputy. 

Under the terms of the agreement the welfare deputy would sign, 
he had to do certain things. They simply referred to it as screening 
claims. In talking to them they say that in their particular union, 
because of the type of members that they have, it is necessary to keep 
in close personal contact with them. 

They have to help them fill out the claims, help them in many ways. 
And when the check comes in, paying the claim, it comes to the wel- 
fare deputy and somebody —the welfare deputy or someone he dele- 
gates—goes out and hands them the check. They state that there 
has been a considerable amount of work involved. 

But the agreement further provides that they shall do this work 
and anything left over, however, they can keep. They don’t have to 
account to anyone, and none of it is ever turned back to the social 
security department. 

Mr. Leece. Mr. Plant, at that point: Are those payments made by 
check ? 

Mr. Puan. Yes, sir. 

Mr. Leece. From the social security department to the welfare 
deputy appeinted by Mr. Byers? 
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Mr. Piant. That is correct. 

Mr. Lrece. Were they made to the individual welfare deputy per 
sonally or are they made to the local fund ¢ 

Mr. Puanr. The checks are made payable to the welfare deputy 
personally, no fund. 

Mr. Leece. Not as a welfare deputy; payable to John Smith ‘ 

Mr. Piant. That’s right. 

Senator Dove as. Would you read into the record the amounts 
which have been paid to some of these broker deputies ‘ 

Mr. Puant. I can, Senator. That is an exhibit, you recall, which 
was brought by Miss Horner. It is back of you up there. I don't 
have it with me here. It is tied up there with a rope. 

Senator Doveras. Is this taken from an exhibit submitted by Miss 
Horner ¢ 

Mr. PLanr. Miss Evelyn Horner, who is the bookkeeper nh charge 
of the social security department in Indianapolis. 

Senator Doveias. Would you read from it, please / 

Mr. Puan. I don’t think that was put in the record the last time 
It was put in the original record when Miss Horner testified. I can 
read it from our own records that Mr. Miller and | made in In 
dianapolis. 

I might identify that this is a spread sheet which was prepared 
from the records of the social secur ity department in Indianapolis by 
Mr. William J. Miller and myself. 

According to this spread sheet Mr. Walter East, who was appointed 
a welfare deputy on July 1, 1951, for local No. 2 in Oakland, Calif., 
received a sum during the period up to September 30, 1954, of 
$4,653.18. 

Mr. Charles Naddeo, who was appointed a welfare deputy No 
vember 10, 1952, for local 10 in Philadelphia, received during the 
period from November 10, 1952, to September 30, 1954, $17,486.49. 

Senator Doveras. Close to $10,000 a year? 

Mr. Priantr. There is actually only 2 years there, Senator. 

Senator Dove.as. But I mean less than 2 years. So at a yearly 
rate it was something under $10,000 a year. Would you give some of 
the other names? 

Mr. Puant. Yes, sir. Here is one which we specifically inquired 
about. There is a Mr. Sidney Brennan who was reese a welfare 
deputy for local 150 in St. Paul on September 1, 1952, who was ap- 
pointed a welfare deputy for local 183 in tein on February 11, 
1952, and who was appomted a welfare deputy for local 361 in Duluth 
on June 1, 1952, and he received a total of $11,831.47. 

We took up with Miss Horner, in view of the information we had 
received, as to what a welfare deputy should do. We took up with 
Mr. Brennan and Miss Horner, particularly because of knowledge 
that Mr. Brennan was an international vice president of the teamsters 
union and we just couldn’t quite understand how an official, an inter- 
national official of a teamsters union, would be in a position to perform 
the services which have been described to us as the duties of a welfare 
deputy. 

Seunlot Autorr. Wasn’t that also true of Mr. Naddeo that he was 
performing services in another union at the same time ? 

Mr. Piant. Yes, sir, that’s true. 
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Mr. Lerce. Did Mr. James receive any service fees on this case 

Mr. Pranr. Mr. James, Mr. Eugene C. James, oy appointed a aon. 
fare deputy for local 46 in Chicago on October 1, 1950. From that 
date until September 30, 1954, there was paid te him the sum of 
$73,556.66. 

Senator Doveras. I didn’t get the figure ? 

Mr. PLant. $75,556.66. 

Senator Atiorr. That is a period of how long? 

Mr. Piant. Just about 4 years. 

Mr. Leecr. Is there any evidence, Mr. Plant, that any other indi- 
viduals were designated by Mr. Byers as welfare deputies who had no 
association with the Laundry Workers International Union? You 
have mentioned Mr. Sidney Brennan. 

Mr. Piantr. Not to my recollection, Mr. Leece. If there are any, 
I don’t recall them. 

As I stated previously, local 26 in San Francisco was the first local 
to come in to negotiate a welfare plan with the employers. 

Senator Attorr. May I interrupt youa moment? Referring to this 
Brennan, is he the same man who before the House committee last 
vear refused to answer questions about checks from James upon the 
ground that it might tend to incriminate him? Is that the same 
person ¢ 

Mr. Pianr. Do you have reference to a hearing in Minneapolis, 
Senator ? 

Senator AtLorr. Yes, sir. 

Mr. Puant. Yes, sir; he is the same man. 

As I also previously stated, Mr. Dooley and Mr. Byers were selected 
as trustees for this local 26 plan. Following the entry of local 26, the 
other locals of the laundry workers came into the plan at different 
times. Local 46 came in in October 1950, and local 248, at Dayton, 
came in in February of 1951, and so forth. 

As of May 1953, Mr. Byers reported to the national convention, 
to which I have previously referred, that there were 46 locals in the 
plan covering approximately 50,000 people. As of November 1954 
when Mr. Miller and I checked the books of the social security de- 
partment, we figured that there were about 50 locals covering about 
48,000 people. 

Senator Doveras. Mr. Plant, it is now 5:35. I wonder if you could 
stop at this point and proceed with your testimony tomorrow. 

We will meet tomorrow at 10 o’clock. 

(Whereupon, at 5:35 p. m., the subcommittee recessed to reconvene 
at 10 a.m., Friday morning, March 25, 1955.) 
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FRIDAY, MARCH 25, 1955 


Unrrep STares SENATE, 
ComMMITTEE ON LABorR AND Pusiic WELFARE, 
SUBCOMMITTEE ON WELFARE AND PENSION FuNDs, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:51 a. m., in room 
P-63, United States Capitol, Senator Paul H. Douglas (chairman), 
presiding. 

Present : Senators Douglas, Ives, and Allott. 

Also present: William A. Leece, chief counsel and staff director. 

Senator Doveras. The committee will come to order. 

When we recessed last night, we were considering the case of the 
social-security department of the Laundry Workers’ International 
Union, and Mr. Plant, a member of the staff, was on the stand. 

He is going to resume the stand this morning. I think it might be 
well if you gave a brief résumé of the testimony which you gave 
yesterday and then start on the new matter. 

Since you have already been sworn, Mr. Plant, I don’t think it will 
be necessary for you to be sworn again. It is understood that you 
are still under oath. 


FURTHER TESTIMONY OF FRANCIS X. PLANT, STAFF 
INVESTIGATOR 


Mr. Puant. Well, in summary, the committee will recall that yes 
terday I explained the steps which had been taken by the Laundry 
Workers International Union to set up their welfare program on a 
national basis. 

I explained that Mr. Byers had reported to the convention of the 
Laundry Workers International Union in Chicago in May of 1953 
that they had received bids from 78 insurance companies and that 
they had analyzed some 120 welfare plans of other labor unions. 

I further stated that Mr. Dooley, Mr. Matthew J. Dooley, in the 
first meeting of the board of trustees of the social-security depart- 
ment, stated that they had reviewed a large number of insurance plans, 
and that they had received a proposal from the Security Mutual Life 
Insurance Co. and that they had decided to accept the comprehensive 
plan submitted by that company. 

I also went into the fact that the records at Security Mutual showed 
that Mr. Saperstein had come to the company and offered them the 
case with the qualification that he get his usual commission, plus a 
5 percent service fee for the union. 

Senator Dovetas. And had you testified what that usual fee was? 
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Mr. Pianr. Yes, Senator, and the testimony was to the effect that 
Mr. Saperstein could get a flat 10 percent commission plus—and | 
want to make that plain, because I think the press misquoted me yes- 
terday—a service fee of 0.526316 percent of such premiums. 

Senator Doveras. That is only a little over one-half of 1 percent ‘ 

Mr. Pian. That is correct, Senator. 

Senator Doveias. And that this was to be on all business / 

Mr. PLranr. That is correct. 

Senator Dovcias. Not merely on the first increment of business ? 

Mr. Pianr. That is correct. 

Senator Doveras. And that it was to apply to renewals, as well as 
to the original ¢ 

Mr. Pranr. That is correct, Senator. 

I also testified relative to the second qualification set up by Mr. 
Saperstein in his meetyers to Security Mutual, which was that the 
union should get 5 percent of the premium as payment to certain 


welfare deputies who were to perform certain work relative to the serv- 
icing of this policy 


Senator Doveras. 
by Mr. Saperstein ? 
Mr. Puanr. Yes, sir: I did, and that amount was, that he received 
on Security Mutual, commissions totaling $262,507.59, and from the 
‘alifor = . Life Insurance Co., which was the ¢ ‘arrier in this case from 


de — r 1, 1955, until the present time, a sum of $91,022.88, for a total 
of $353.5: sa 7. 


[ further explained yesterday- 

Senator Dovcias. How long a period wasthat? Three years ? 

Mr. Pianr. That is right. From April 1950 until Mr. Saperstein 
was cut out as the broker in this case, whie *h was June 3, 1954. 

Senator DouGcias. A period of 4 years 

Mr. Pranr. Four years; that is right. 

a also testified to the effect that local 26 of San Francisco was the 

t local to negotiate a welfare plan with the employers. 

Soi itor Doveras. Did you testify as to the total payments of 5 
percent made to the social-security department for reimbursement to 
officers of the union, or for payments to officers of the union / 

Mr. Puanr. I testified, Senator, that the social-security department 
had paid to various welfare deputies during the period of April 1950 
through September 30, 1954, the sum of $238,070.28. 

Senator Doveias. Thank you. 

Mr. Puanr. With further reference to local 26, I stated that they 
c oo in, or got their rk plan late in 1949, and that Mr. Matthew 

. Dooley and Mr. Sam J. Byers were the trustees at that time, and 
Ae following the entry of local 26, other locals of the Laundry 
Workers International Union came into the plan, until as of May 
1953, at the time of Mr. Byers’ report to the convention, he stated that 
16 locals, covering approximately 50,000 people, were in the plan. 

Is that sufficient, Senator? 

Senator Doveras. And I believe you also itemized payments made 
to certain representatives of local unions under the 5-percent fund? 

Mr. Prant. That is correct. I gave the names of some of the indi- 
viduals who were receiving payments as welfare deputies. 

Senator Doveras. At that point, I think the afternoon 
concluded. 


Did you testify as to the total amounts received 
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Mr. Puant. Yes, sir. 

Senator Dovetas. Now, would you resume your testimony thts 
morning ?¢ 

Mr. Puiant. Yes, sir. 

With the committee’s permission, I would like to go back Just a 
minute to the original approach to Security Mutual by Mr. Saper 
tein, as a result of which Mr. Best, of the Sec urity Mutual, prepared 
1 memorandum wherein he told of Mr. Saperstein’s visit, his offer 
of this plan, and the qualifications. 

Now, this memorandum stated that the case had been presented by 
Mir. Wickes, and that is Mr. Haines B. Wickes, who was then a vic 
president of Security Mutual, and by Mr. Best, to an underwriting 
committee which was then in session in Mr. Russell’s, that is Mr. 
Frederick Russell, president of Security Mutual, in his office. 

It was discussed fully and because of the geographical locations, 
the difficulties possibly to be encountered in California, and the 
nature of the average employee in the industry and the lack of Secu- 
rity Mutual of an experienced man to handle the case; they decided 
to decline it, however, in the memorandum. 

However, the memorandum continued that Mr. Wickes phoned Mr. 
Saperstein, and Mr. Saperstein stated that they would try to place 
the case with Washington National. 

Mr. Leece. Would you identify the full name of the company ? 

Mr. Pranr. Washington National Life Insurance Co., in Newark, 
N. J. 

Senator Dovucias. Do I understand that Mr. Saperstein said that 
if he did not get the 10.5-percent commission that he would transfer 
the insurance to the Washington National / 

Mr. Piant. That is not what I stated, Senator. I am sorry if you 
misunderstood me. What he stated was that, if Security Mutual did 
not accept this plan, if they did not underwrite it, then, he would 
approach the Washington National Life Insurance Co. = it. 

Senator Doveras. And the plan included the 10.52-percent 
commission ¢ 

Mr. Piant. That is correct, Senator. Now, Security Mutual’s files, 
however, showed that as of February 9, 1950, it was determined that 
they would take the case, and Security Mutual then began to handle 
this welfare plan. 

However, as I brought out yesterday, the files of Security Mutual 
did not reflect that they ever submitted any bid or propos: il or com 
prehensive plan prior to Saperstein’s visit offering them the case. 

After that, they did agree to provide the coverage for the premium, 
which was available. Now, we were informed by an official of the 
Security Mutual, namely, Mr. Frederick Russell, that Saperstein had 
come into Security Mutual with the Laundry Workers case in his 
pocket. 

Now, this information would seem to be substantiated by the fact 
that Mr. Sam Byers, in a board of trustees meeting on October 6, 
1953, informed the trustees that this contract of insurance of the 
laundry workers belonged to Saperstein and he could place it where 
he wished. 

Senator Doveias. Now, are these statements that you are now 
making based on statements of Mr. Russell to you and examination 
of the records of the Laundry Workers Union ? 
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Mr. Piant. The statement which I attribute to Mr. Russell rel- 
ative to the fact that Saperstein came into the office with the Laundry 
Workers case in his pocket was not made to me, but was made to 
another member of the staff. 

Senator Doveias. To whom was that ! 

Mr. Puanr. Mr. Duncan MacIntyre, who is no longer with the staff, 
of course. 

Senator Doveias. Do you know whether Mr. MacIntyre is willing 
to swear to that statement? 

Is Mr. MacIntyre here? 

Mr. MacIntyre, would you come forward please ¢ 

Have you heard — statement of Mr. Plant’s? 

Mr. MacInryre. I didn’t hear it clearly. 

Senator Doveias. Would you give your name and address, Mr, 
MacIntyre? 

Mr. MacInryre. Yes, sir. My name is Duncan N. MacIntyre. I 
reside at 81 East Main Street in Trumansburg, N. Y. 

Senator Doveias. Mr. Plant, would you repeat the statement ? 

Mr. MacIntyre, would you raise your right hand? Do you solemnly 
swear the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God? 


TESTIMONY OF DUNCAN N. MacINTYRE, TRUMANSBURG, N. Y. 


Mr. MacIntyre. I do. 

Mr. Piantr. My statement was to the effect that Mr. Frederick 
Russell, the president of Security Mutual Life Insurance Co., had 
stated that Mr. Saperstein, at the time he’came into Security Mutual, 
had the Laundry Workers case in his pocket. 

Senator Doucias. And he made that statement to Mr. MacIntyre? 

Mr. Piant. That was reported to me. 

Senator Doveras. Did Mr. Russell make that statement to you? 

Mr. MacIntyre. Senator, my recollection of the conversation— 
I was not aware that I was to come in this morning, and I am quite 
cold on it. My recollection was that Mr. Russell said to me that he 
considered that Mr. Saperstein controlled the case. 

Senator Dovetas. Did you use the phrase that Mr. Saperstein de- 
clared that he had the Laundry Workers case in his pocket ? 

Mr. MacIntyre. I don’t recall. 

Senator Dovetas. Did you make a memorandum on this interview 
immediately afterward ? 

Mr. MacInryre. I think I did, Senator, but IT am coming in cold 
as a witness. I know I wrote a lot of memorandums. 

Senator Dove.as. Is that memorandum in the files? 

Mr. Pian. It is my understanding that it is; yes. 

Senator Doveras. I would ask that the memorandum be produced. 
Mr. MacIntyre, can you affirm now that Mr. Russell said that Mr. 
Saperstein had told him that he had the Laundry Workers case in his 

pocket ? 

Mr. MacIntyre. No, sir, I could not affirm that. Could I develop 
my statement further, however, sir? 

Senator Doveras. Surely. 

Mr. MacIntyre. My impression—this is now 4, 5, 6 months ago: 
I forget even the exact time—would be that Mr. Russell told me that 
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Mr. Saperstein, to use a common phrase in insurance, controlled the 
case. 

Now, I had heard the phrase used “have a case in your pocket.” 
| have no recollection of Mr. Russell 

Senator Dovetas. Mr. Russell, you are here. Will you come for 
ward and be sworn, please / 

Mr. Russew.. Yes, sir. 

Senator Doveias. Would you give your name for the record 

Mr. Russety. Frederick Russell. 

Senator Doveias. Will you raise your right hand ¢ 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 


TESTIMONY OF FREDERICK RUSSELL, PRESIDENT, SECURITY 
MUTUAL LIFE INSURANCE CO., BINGHAMTON, N. Y. 


Mr. Russevui. | do. 

Senator Dougias. Did you have a conversation with Mr. Ma 
Intyre ‘ 

Mr. Russeuy. I had several; yes, sir. 

Senator Doveias. What did you tell him about Mr. Saperstei 
control over the Laundry Workers fund ¢ 

Mr. Russetx. In answer to his questions—I can’t remember the 
exact phraseology, but I would assume, as I recall it, that I did tel! 
him that in my opinion Mr. Saperstein controlled the case. 

Senator Douetias. In your opinion ¢ 

Mr. Russe. Yes. 

Senator Doveias. What is that opinion based on? 

Mr. Russecn. I would say because—probably only because of the 
fact that he did not ask us for a proposal on it, a bid. 

Senator Dove.as. He asked you for a commission ? 

Mr. Russein. Oh, yes, sir, surely. So I understand from the files. 

Senator Doucias. But did not ask you for a bid? 

Mr. Russeiz. So I understand from the files; yes, sir. I was not 
in on the conversation. 

Senator Dovetas. You had no conversation with Mr. Saperstein / 

Mr. Russeii. Not to my knowledge, no, sir. 

Senator Dove tas. What are you basing your statement on, then, 
if you had no conversation with him? 

Mr. Russe... Well, from the memorandum in our files. 

Senator Dove as. Who wrote the memorandum? 

Mr. Russet... Well, one memorandum was written by Mr. Best. 

Senator Dovenas. Mr. Best, you are here. Would you come for- 
ward? 

Will you raise your right hand / 

Do you solemnly swear that the testimony you are about to give 
will he the truth, the whole truth, and nothn ng but the truth, so help 
you God? 


TESTIMONY OF ROBERT M. BEST, COLUMBUS, OHIO 
Mr. Best. I do. 


Senator Dovatas. Mr. Best, did you have a conversation with Mr. 
Saperstein ¢ 
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Mr. Besr. Yes. Mr. Saperstein called me about this case. 

Senator Dovucias. At what time / 

Mr. Besr. I don’t have copies of those memorandums. 

Senator Doucias. Mr. Plant, could you give them to him, please / 

Mr. Pianr. I don't have a copy of the original. 

Mr. Leece. I can make one available to him. 

Senator Atuorr. May we have Mr. Best's full name for the record ? 

Senator Doucuias. Yes, would you give your full name / 

Mr. Besr. Robert Best. 

Senator Dougias. Your address / 

Mr. Besr. 2675 Andover Road, Columbus, Ohio. 

The first memorandum we have on this. case is dated February 6, 
1950. 

Senator DouGuias. Did you sign that memorandum / 

Mr. Besr. I did. 

Senator Doucias. What led you to believe that Mr. Saperstein had 
this case in his control / 

Or did you think he had the case under his control? Perhaps that 
is a better way of phrasing it. 

Mr. Besr. Yes. We normally tried to ascertain that before we 
started developing a group case, Senator. We have found—I think 
it is the experience of all companies—that a tremendous amount of 
time can be wasted in the development of a case unless the broker 
dloes have a good entree to the case. 

Many times a company or a union or a welfare fund will give the 
broker a letter appointing him broker. 

Senator Dovetas. Did Mr. Saperstein produce such a letter? How 
did you get the idea that he h: id the case under his control ¢ 

Mr. Best. He told me he did. 

Senator Doveias. Can you remember the conversation / 

Mr. Besr. No, sir. 

Senator Ives. That is not unusual, for a broker to come to you like 
that / 

Mr. Best. Not at all. 

Senator Dovetas. He definitely told you he had the case under 
control ¢ 

Mr. Besr. I can’t testify, Senator—this is 5 years later. 

Senator Doveras. Did he tell you he had the case in his pocket / 

Mr. Besr. I remember nothing like that. It would not be neces- 
sary for him to come up with any phrase like that. He had business 
which he was talking with companies to place, and he had called us. 

Senator Dovetas. Did he tell you he wanted a commission of 10 
percent / 

Mr. Best. Yes, sir. 

Senator Doveias. And that this was to be not only on the first 
increment, but on the entire premium payments ¢ 

Mr. Besr. That was our contract with Mr. Saperstein which had 
existed prior to this case. 

Senator Doveras. And also on all renewals, as well as on the original 
year’s payment ? 

Mr. Best. That was our contract; yes, sir. 


Senator Dove.as. Now, you say that that was your contract in other 


cases that you had with Mr. Saperstein. What other cases or pre- 
miums did you have? 
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Mr. Best. I can’t reeall that. 
Senator Dove tas, What other cases did you have / 
Mr. Rt SSELL. Well, at that time we had. to the best of nis knowledge 


‘ 
-*s 


only one other case. 


Senator Doveias. What was that ¢ 

Mr. Russety. The Distillers case. 

Senator Doveias, Had you paid him 10 percent on that 

Mr. Russevi. Yes, sir. 

Senator Dovetas. Plus 0.52 percent for service; was that included ? 

Mr. Russexx. I don’t know that. 

Senator DoveG.ias. Do you have your records with you as to the 
amount you had paid Mr. Saperstein in the Distillers case ¢ 

Mr. Russent. t will look. 

The Distillers case was put on our books October 1, 1949. I have 
records by years. 

Senator Doveras. Very well. 

Mr. Russe. In the year 1949, we paid him $29,080.48; in the year 
1950, $142,070.62; in the vear 1951, $145,186.65. 

Senator Doveras. 19527 

Mr. Russexx.. 1952, $173,457.41. 

1953, $180,758.21; and in 1954, up to the time that he had no further 
nterest in this case, $86,540. 

Senator Doveias. Do you have a tabulation of the totals on that? 

Mr. Russewz. I don’t have. I can add them up for you, sir. 

Mr. Hinman. Mr. Chairman, may I be permitted / 

Senator Dovue.Las. You are who, sir / 

Mr. Hinman. My name is George Hinman. 1 am outside counsel 
for Security Mutual Life Insurance Co. 

Mr. Russell was being asked some questions by the committee of 
which he does not have personal knowledge, and I wondered if he 
might be permitted to have Mr. Manwaring, as we did in executive 
session, come up and assist him in developing information. 

Senator Doveias. We have no objection to that, if Mr. Manwaring 
will come up and be sworn. 

Senator Auvorr. As I understand, Mr. Russell could not have per- 
sonal knowledge of these figures because he is not the man who made 
the record. 

Senator Doveias. He is the president of the company. 

Senator ALLorr. Yes. 

Senator Doveias. Mr. Manwaring, will you raise your right hand? 

Do you solemnly swear that the t testimony you are about to give will 


be the truth, the whole truth, and nothing but the truth, so help you 
(rod ¢ 


TESTIMONY OF H. ALBERT MANWARING, BINGHAMTON, N. Y. 


Mr. Manwarine. I do. 

Senator Dovueias. Will you give your name / 

Mr. Manwarinc. H. Albert Manwaring. 

Senator Doveias. And your address? 

Mr. Manwarine. Binghamton, N. Y. I am counsel for Security 
Mutual Life Insurance Co. 
Senator Doveias. Mr. Russell ? 
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Mr. Russe. Included, in addition to the paure I gave you, there 
was an adjustment item of $24,930.54 which I don’t know what that 
means. 

Senator Dove as. Is that payment to him? 

Mr. Russet. Yes. I don’t know what that means. 

Senator Doveias. What is your total ¢ 

Mr. Russe... $782,024. 

Senator Dove.ias. Paid over a period of 5 years ¢ 

Mr. Russet. Six years, sir. Well— 

Senator Doveias. Five calendar years? 

Mr. Russe... Five full years; yes, sir. 

Senator Doveias. And the testimony has been that you paid him 
£262,000 in approximately 3 years in the case of the Laundry Workers 
Union. 

Mr. Russeix. That is right. What was that figure? 

Senator Dovexias. Or paid him a total of $1,044,000 in these two 
Cases. 

Mr. Russevi. We don’t find that the Laundry Workers figure is 
$262,000. We have it $274,000, 

Senator Doveras. $247,000? 

Mr. Russe... It doesn’t matter. 

Senator Doveias. You paid him over a million dollars ? 

Mr. Russe.u. Yes, sir. 

Senator Doveias. You knew this was going on, Mr. Russell ? 

Mr. Russeuu. Yes, sir. 

Senator Dovucias. Did you think it was proper ? 

Mr. Russet. At the time I thought it was. 

Senator Doveias. You thought it was proper to pay a man a mil- 
lion dollars for placing these commissions ! 

Mr. Russet... My reason for the statement is that in competition, 
we have found that other companies were willing to make the same 
kind of payments to brokers. 

Senator Doveras. Do you think he had rendered a million dollars 
worth of service? 

Mr. Russextxi. Well, the total premiums that we got on the two 
cases—well, may I add it up? 

Senator Doucuas. Yes. 

Mr. Russe.tx. Excuse me just a moment. 

Almost $11 million in premiums. 

Senator Dovetas. Yes? 

Mr. Russexw. In the two cases. 

Senator Doveias. But did you think he had performed a million 
dollars work of work? 

Mr. Russet. Well, that might be a difficult question to answer. 
You pay commissions to agents not only in gr oup cases—— 

Senator Doveras. Is this the normal commission paid in group 
cases ¢ 

Mr. Russeiu. No,sir. We no longer pay a commission—— 

Senator Doua.as. I know, but was it the normal commission at the 
time ? 

Mr. Russetx. It was normal practice with the companies we were in 
competition with, so I was told. 

Senator Dovetas. May we have the report here on page 23, the 
dee remental scale? 
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Just a minute. Page 21 of our report. We have the so-called 
standard decremental scale used by three group underwriting com- 
panies. 

Mr. Russert. Yes, sir. 

Senator Doveras. That shows the percentage premiums for the 
vear, and then the percentage premiums for the next nine renewals, 
on the first thousand dollars, and they are allied m. 

Che first $1,000, 20 percent, and ‘that is true of the next $4,000; 
so, 20 percent on the first $5,000; 15 percent on the next $15,000; 
i214 on the next $10,000; 10 on the next $10,000; 5 on the next 
$20,000: 214 on the next $50,000; 1 on the next $50,000; one-half of 

percent on the next $350,000; one-fourth of 1 percent on the next 
$500,000; one-tenth of 1 percent above a million. 

Well, I am splitting this up between new business and subsequent 
business. What I am speaking of is simply new business; then I will 
come to the subsequent Geatieend I am going to ask a member of the 
staff to take this decremental scale and to figure out what the percent- 
ages would have been, and then to produce that. 

Now, on the renewals—— 

Rn Russeti. Senator, you may have a little difficulty computing 

. because you have the figures there for an annual—for a year, and 
some of the payments in the second year will be renewals. So you 
can’t compare them very well. 

Senator Dovenas. Well, we can figure that. 

Mr. Russetw. All right. 

Senator Dovctas. Five percent in the renewals, 5 percent on the first 
thousand, 3 percent on the next $4,000, 114 percent on the next $5,000; 
1144 on the next $10,000; 114 on the next $20,000; 1 percent on the 
next $50,000; one-half of 1 percent on the next $50,000; one-half of 
Ll on the next $350,000; one-fourth of 1 percent on the next 

$500,000; one-tenth of 1 percent or 0.10 on the next million. 

The staff has figured out what the commissions would have been on 
a decremental scale at the rate of $1 million a year and $2 million a 
year. 

On $1 million, the actual commissions were $150,200. On the decre- 
mental scale, the commissions would have been $9,750. 

On $2 million, the actual commissions were $210,400. If the decre- 
mental scale had been followed, it would be $10,750. 

This is on the presumption that this was all first-year business. 

So in actual practice, the commissions under the dec Cronies scale 
would have been somewhat less, because the 2d, 3d, and 4th years 
would have been included, but taking the maximum amounts which 
could be paid under the decremental scale, assuming this was all first- 
year business, which it was not, the Binghamton Co. paid virtually 20 
times as much as it would have paid hs ad it followed the decremental 
scale, 

understand that these figures have been checked by Mr. Imle 
and Mr. MacIntyre, who was in charge of the investigation. Is that 
irue, Mr. MacIntyre? 

Mr. MacIntyre. Yes, sir. 

Senator Doveras. Thank you. 

In any event, Mr. Russell, is it not true that the commissions which 


) ou were paying to Mr. Saperstein were greatly in excess of the norma! 
commissions paid on group insurance business ? 
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Mr. Russew. It is greatly in excess of the group commissions paid 
to standard management cases where we paid the standard decrementa| 
scale, but on union welfare cases during those years it was not 
uncommon. 

Senator Doveias. Do you mean to say this was the standard on 
union welfare cases ¢ 

Mr. Russe.. I don’t know whether you call it a standard, but it was 
being done. 

Senator Doveias. Do you know by whom ? 

Mr. Russexy. I only understand our competition did it, and I was 
never close enough to know who they were. 

Senator Doveias. What companies were competing / 

Mr. Russewx. I don’t know. 

Senator Dove.as. You don’t know what companies were paying 
the scale, and yet you say they were paying ‘ 

Mr. Russewy. I was told so by people who were running my group 
department forme. I wasn’t running it. 

Senator Doveras. Did they mention any companies which were 
paying this? 

Mr. Russexy. I can’t recall them now. 

Senator Dovetas. Well, you testified in executive session—you men- 
tioned one company. 

Mr. Russety. Yes. I was going to say all I can do is testify that 
I am aware of a filing in New York of a company which is style A, 
filing to pay either 10 percent or 15 percent. 

Senator Dovenas. What company is that ? 

Mr. Russet. The Continental of Chicago. I don’t know whether 
it is the assurance or the casualty company. 

Senator Doveias. You mentioned another company, did you not ? 

Mr. Russet. Oh, yes. I mentioned the Union Casualty. I do not 
know what their present filing is. 

Senator Doueias. Can you testify of your own knowledge that 
they were paying commissions of 10 percent and 15 percent ¢ 

Mr. Russet. It is my understanding that they were paying that 
on the Distillers case when we got it from them. 

Senator Dove.as. That is, the Union Casualty was paying 10 
percent ¢ 

Mr. Russewn. Yes, sir. 

Senator Doveias. You got the case away from them / 

Mr. Russevu. Yes, sir. 

Senator Dovetas. Did you offer a higher commission than the Union 
Casualty ? 

Mr. Russexx. No, sir, not to my knowledge. 

Senator Dovueias. You offered the same commission ? 

Mr. Russet. Yes. We were asked to make a bid on that case, 
because they were dissatisfied with the services which they were 
getting. 

Senator Doveias. Who was dissatisfied ? 

Mr. Russexx. The trustees of the Social Security Department. 

Senator Doveias. Of the distillery workers union ? 

Mr. Russe. Yes, sir. 

Senator Dovetas. Who got that case for you? 
Mr. Russet. Mr. Saperstein was the broker in the case. 
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Senator Doveias. He brought it to you? 
Mr. Russert. Yes. 
Senator Dove.as. Who in your company dealt with Mr. Saperstein ? 

Mr. Russett. Mr, Wickes, former vice president. 

Senator Doveias. Did Mr. Best have anything to do with the case? 

Mr. Besr. Yes, I did. 

Senator Doveias. You did? 

Mr. Besr. Yes. 

Senator Doveias. Mr. Best, would you discuss that distillers case 
a bit? It had been in the hands of the Union Casualty Co. 

Mr. Best. That was my understanding, yes, sir. 

Senator Doveias. Under what circumstances did Mr. Saperstein 
bring it to you? 

Mr. Besr. I have no knowledge of that. I believe that the original 
discussion on that case was with Mr. Wickes. 

Senator Doveias. You said that you dealt with it. 

Mr. Besr. I was in the group sales department of the Security 
Mutual at that time, at the time that case was taken. I had some 
small part in the negotiations for that case. 

Senator Dovetas. Well, let us discuss that part, then. 

Did Mr. Saperstein state why he was transferring the case or 
wanted to transfer the case from the Distillery Workers Union? 

Mr. Besr. That was at the request, as we understood it, of the board 
of trustees of their welfare fund. 

Senator Doveias. Did he state what his commission had been in 
the case of the Union Casualty Company / 

Mr. Besr. Yes, sir. 

Senator Dovueias. What was it? 

Mr. Best. Ten percent. 

Senator Doveras. Ten percent on all original payments and 10 
percent on all renewals? 

Mr. Best. We were led to believe that that was a level commission, 
yes, sir. 

Senator Doveras. Did you check with the Union Casualty Co. to 
find out whether or not this was true? 

Mr. Best. No, sir. It is very possible that such an action as that 
would be contrary to Federal law. 

Senator Dovetas. Did you agree to pay the same commission to 
Mr. Saperstein on the Distillery Workers case ¢ 

Mr. Best. I am sorry; I didn’t understand your question. 

Senator Doveras. Did you agree to pay the same commission of 
10 percent to Mr. Saperstein on the Distillery Workers fund? 

Mr. Best. The company did, yes, sir. 

Senator Dovertas. The company did? 

Mr. Best. Yes, sir. 

Senator Doverias. Did you feel that that was too large? 

Mr. Besr. That was not my decision to make. 

Senator Doveias. Whose decision was it? 

Mr. Besr. The vice president in charge of the group operation. 
Senator Doveras. Who was that? 

Mr. Best. Mr. Wickes. 

Senator Dovetas. Did you know of that decision, Mr. Russell? 
Mr. Russetx. Yes, sir. 

Senator Dovaias. Did you approve of it ? 
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Mr. Russexv. I did, because of the story that was told me that that 
was the rate of commission we had to pay if we wanted to get union 
welfare business; that it was being done in New York State, and the 
company from which this case came was a New York-domiciled 
company. 

Since they did it, we assumed that it was something that was within 
the regulations of New York State, and therefore, would not be 
criticized. 

Senator Doveias. You mean it was not illegal ? 

Mr. Russetx. Not illegal, no, sir. 

Senator Doveias. And therefore, since it was not illegal, it was 
proper ? 

Mr. Russeiu. I don’t know whether I would go quite that far. 

Senator Doveras. I don’t want to put you in an embarassing posi- 
tion, but did you act on the wetness that since others were doing 
that, it was all right for you to do it? 

Mr. Russet. No. We acted on the principle that if we wanted to 
get union welfare business, we had to meet competition. 

Senator Doveras. All union welfare business, or the Distillery 
Workers’ business ? 

Mr. Russet. At the inception, it was just the Distillery case. 

Senator Doveras. That is right. In other words, in order to get 
the Distillers’ case, you had to pay that? 

Mr. Russexx. That is right. 

Senator Doveras. I have always believed we shouldn’t pass moral 
judgments on the people who are testifying before us, so I don’t want 
to put you in a difficult position on this. 

Wasn’t this pretty close to the doctrine or maxim that two wrongs 
make a right? 

Senator Ives. You have first got to establish that it initially was 
wrong, and I don’t know that it was. 

Senator Dovetas. In any event, let’s get the facts. In other words, 
Mr. Saperstein told Mr. Best that he was getting 10 percent from 
Union Casualty, and therefore—— 

Mr. Russet. I don’t know that he told him that. 

Senator Dovetas. Well, Mr. Best has testified. 

Mr. Russexix. I don’t think he did, sir. He did on the laundry 
workers case, but not on the Distillers. 

Senator Dovetas. Mr. Best, didn’t you say that Mr. Saperstein 

Mr. Best. Yes, sir, I did. 

Mr. Russetz. I beg your pardon. 

Senator Dovetas. Therefore, in other words, to get the business, 
you had to pay an equal commission ? 

(No response. ) 

Senator Dovetas. I think that is all that I have. 

Senator Ives. Well, I have nothing more. Only I don’t think it is 
advisable to leave the representatives of the Security Mutual in a 
shadow here. I think they are probably competing in a field where 
competition was rather vigorous at that time, and they thought they 
had to meet it. 

I can understand their feeling. 

Senator Doveras. I am not passing any moral judgment upon them. 

Senator Ives. I know you are not. I don’t think we ought to leave 
them in the shadow. 
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Senator Doveias. Well, we are simply bringing the facts out as 
they are. , 

Mr. Russecy. Senator, might I review with you again what I did 
last in executive session on what we did in getting this thing corrected ¢ 

Senator Doveias. I would suggest that that be deferred until you 
take the stand directly. 

Mr. Russet. Oh, | am sorry. 

Senator Doveias. I was merely bringing up the supplementary 
witnesses to check on the statement of Mr. Plant. - 

I would suggest now that the other witnesses retire, and that Mr. 
Plant resume his testimony. 

May I say that I have a good deal of confidence in Mr. Plant, too, 
and that I am sure he will want to get from the files the memorandum 
which Mr. MacIntyre prepared. 

I have been given the memorandum which was dictated by Mr. Mac- 
Intyre on December 22, by Mr. D. N. MacIntyre, describing an inter- 
view which he had with Mr. Fred Russell on November 20. 

Mr. MacIntyre, are you still here ¢ 

Mr. MacIntyre. Yes, sir. 

Senator Dovueias. Would you come forward, please ¢ 

Mr. Russell says—and this is a quotation—* Positive that Saper- 
stein controlled the laundry workers case.” 

He said that “According to his recollection, Saperstein came in and 
offered the case to the carrier. He said there may or may not have 
been bids in the case. The files would show it. However, he thought 
that bids would have had little significance on this case because of 
Saperstein’s position.” 

I will give you this memorandum and ask you if it is a memorandum 
that you dictated ¢ 

Mr. MacIntyre. Yes, sir; I wrote that memorandum. 

Senator Doueias. Thank you very much. 

Mr. MacIntyre. Am I excused, now, Senator? 

Senator Dove.as. Yes. 

Mr. Plant, after this interruption, would you continue? 

Mr. Pianr. The minutes of the board of trustees of the social 
security department for November 27, 1950 reflected that a resolution 
was passed appointing Louis B. Saperstein and his partner, Harry 
Epstein, as insurance consultants, in view of their inestimable help 
and assistance in reaching a final workable insurance plan for the so- 
cial security department. 

They were then retained for a period of 5 years beginning with 
January 1, 1951, at a compensation of $1 a year. 

Further minutes of the board of trustees for March 5 and 6 re- 
flected that the trustees discussed the appointment of an insurance 
agent to handle relations with Security Mutual. 

The minutes indicate that it was the consensus of the trustees that 
Louis B. Saperstein be appointed, and a resolution was passed to that 
effect. 

The resolution further provided that premiums for group insurance 
policies in effect between the social security department and Security 
Mutual be paid to Louis B. Saperstein for transmittal to Security 
Mutual, and that Louis B. Saperstein get from time to time appropri- 
ate receipts for such payments. 
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The resolution contained the further provision that Mr. Saperstein 
should receive any and all compensation that may grow due to him 
from the insurance company. 

I am taking this in chronological order. 

Senator Dovetas. Yes. 

Mr. Piant. Now, to go back to the files of the Security Mutual Co., 
the files of the Security Mutual Co. reflect that on July 17, 1951—and in 
this particular case, Senator, in view of just what was brought up, I 
might say that I didn’t get that letter. It was given to us by Security 
Mutual, the letter to which I am now making reference. ; 

I didn’t physically take it out of the files, but on July 17, 1951, Mr. 
Eugene C. James wrote a letter to Security Mutual concerning the 
amount of money that the international union had spent and was con- 
tinuing to spend in promoting and servicing group insurance policies 
issued by Security Mutual to the social security department of the 
Laundry Workers International Union. 

The letter went on to state that the international had offices in In- 
dianapolis, Chicago, Los Angeles, San Francisco, and many other 
cities, and fieldwork is carried on through whole-time union officials 
and employees in these offices. 

It further stated that there was a lot of travel performed, and in 
most instances, almost the entire time of employees of the international 
is spent servicing and promoting group insurance plans. 

Now, the letter then concluded by saying that if this situation was 
to continue, the international wanted to be reimbursed and they en- 
closed a copy of their certified financial statements of the past year 
showing the expenses of the International. 

Now, this statement showed total expenses of over $440,000, and 
Mr. James, in a further letter of July 27, 1951, which was provided us 
by Security Mutual, said that he thought 10 percent would be applica- 
ble to the work being performed by the international for the social 
security department. 

Now, by letter of September 10, 1951, Security Mutual agreed to 
pay a $2,500 service fee beginning January 1, 1951. They thereupon 
sent to Mr. James, on behalf of the Laundry Workers International 
Union, a check for $20,000, which covered the period from January 
1, 1951, through August 31, 1951. 

Subsequent to that time, Security Mutual then sent to James, for the 
Laundry Workers International Union, $2,500 a month until October 
1, 1953, when the carrier was changed to California Life, and at which 
time Security Mutual stopped paying the $2,500. 

Now actually, according to the information provided us by the Se- 
curity Mutual, they paid James during that period $85,000. Now, the 
period multiplied by $2,500 only amounts to $82,500. So there was an 
overpayment of $2,500. 

Senator Doveras. Do you find any record as to what these payments 
were for? 

Mr. Piant. Only what they told in the letter which I quoted at the 
outset, July 17, 1951, Senator. The letter which Mr. James wrote of 
July 17, 1951, wherein he stated why they wanted this money. 

Senator Dovetas. You mean by the union? 

Mr. Puant. By the international union; that is right. 

Senator Doveras. In excess of the 5 percent? 
Mr. Piant. That is right, sir. 
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Mr. Leece. Were these checks made to Mr. James in his capacity 
as secretary-treasurer of the union? 

Mr. Puant. As acting secretary-treasurer of the Laundry Workers 
International Union. 

Now, this extra $2,500 check, it was our understanding, at the time 
we were in Binghamton, that Security Mutual had tried to get it 
back and could not. Now 

Mr. Leece. You mean by extra check, Mr. Plant, that that was 
a monthly payment ? 

Mr. Piant. That is right. 

Senator Dovuenias, Tried to get back the $2,500, but not the 
$82,000 ? 

Mr. Puant. That is right. 

Now, if these checks, these $2,500 checks, one of them which we 
examined—and we have reason to believe that it is the extra $2,500 
check which was paid—was cashed or bore the endorsement of the 
Illinois Harness Horsemen’s Association. 

Senator Doveias. Illinois Harness Horsemen’s Association ? 

Mr. Puant. That is correct. 

Senator Doveias. You mean that it was paid to them? 

Mr. Piant. No; I don’t mean that. The check was payable to 
Eugene C. James, as acting secretary-treasurer of the Laundry Work- 
ers International Union, but it bore the stamped endorsement of Mr. 
James and the Illinois Harness Horsemen’s Association. 

Senator Dovetas. Well, now, how could a check made to Mr. James, 
as an official of the laundry workers union, be deposited to the credit 
of the Illinois Harness Horsemen’s Association ? 

Mr. Puantr. I don’t say it was deposited to the credit of them. I 
say it bore the endorsement of that. 

Senator Doveras. Then it was not made out to Mr. James as secre- 
tary-treasurer of the Laundry Workers Association, but to Mr. James 
himself, personally. 

Mr. Puant. No, sir. My recollection is that it was made out to 
Eugene C. James, acting secretary-treasurer, Laundry Workers 
International Union. 

Senator Doveias. I am mystified by this. 

Mr. Pianr. I suggest, Senator, we get the check and we can lool 
atit. Itis all right if I help Mr. Leece? 

Senator Doveias. Yes. 

Let the record show that I hold in my hand a check signed by the 
Security Mutual Life Insurance Co., of Binghamton, N. Y., check 
No. 352465, issued under date of May 6, 1952, made out to E. C. 
James, acting secretary-treasurer, Laundry Workers International 
Union, $2,500, and signed by Mr. F. D. Russell, president, and R. 
A. Keiser, and it is endorsed “Pay Central National Bank, 10152, in 
Chicago, or order, for Deposit Only, Illinois Harness Horsemen’s 
(ssociation.” 

Mr. Plant, therefore, this check made out to Mr. James as acting 
secretary-treasurer of the Laundry Workers International found 
its way into the deposit account of the Illinois Harness Horsemen’s 
Association ? 

(Obverse and reverse of check No. 352465 were marked “Exhibits 
7—-A and 7-B.”) 

Mr. Piant. That is right, sir. 
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Senator Doveias. And therefore, became an asset of the Illinois 
Harness Horsemen’s Association; is that right? 

Mr. Piant. Well, that is an assumption. I don’t know just what 
happened there, sir. 

Senator Ives. Mr. Chairman, I think only Mr. James can answer 
that question. 

Senator Dovueias. Well, I understand that, but I say presumably. 
At least it was deposited to the account of the Illinois Harness Horse- 
men’s Association ? 

Mr. Piant. That is right. 

Senator Doverias. Continue, Mr. Plant. 

Mr. Puant. Mr. Miller and I attempted to interview Mr. James in 
Chicago relative to these $2,500 payments. In Chicago he informed us 
that the money had been paid to him, personally ; that the records were 
in Indianapolis, and that when we were ready to go to Indianapolis, if 
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we would let him know, he would be glad to go with us and let us 
examine the records. 

However, later, when we met Mr. James in Indianapolis, and 
brought up the question of our examining these records relative to the 
receipt of these $2,500 checks, he stated that he was under investiga- 
tion by Internal Revenue, and he would not answer any questions 
relative to those checks on the grounds that it might tend to incrimi- 
nate him. 

Senator Dovetas. What date was this? 

Mr. Pianr. The date of our conversation with Mr. James? 

Senator Dovetas. Yes. 

Mr. Piant. It was in November 1954, Senator. I have a memo, 
if you want me to look it up. I can give you the exact date. 

Senator Dovenas. That is all right. 

Mr. Prant. Security Mutual records showed—and they are con- 
firmed by letter of December 2, 1954, to the subcommittee—that they 
had received premiums in the laundry workers case during the period 
from October 1, 1950—that wegen be during the period from April 
1, 1950, through September 30, 1953, premiums totaling $2,364,709.57. 

Mr. Leece. Why do you use September 30 as a breakoff date, 
Mr. Plant? 

Mr. Piant. Because as of that date the carrier was changed to 

California Life of Oakland, Calif. Now, the records of the social 
security department show, as I have just stated, that Security Mutual 
was a carrier from April 1, 1950, through September 30, 1953. 

The social security department records from our examination show 
that they paid to Louis B. Saperstein—you remember, I spoke previ- 
ously that the board of trustees had passed a resolution that premium 
payments should go through Louis B. Saperstein—— 

Mr. Leece. Pardon me. Was that at the same meeting that Mr. 
Saperstein was made an insurance consultant to the fund? 

Mr. Piant. No, in the meeting of November 27, 1950, he was made 
an insurance consultant, and then in a meeting of March 5 and 6, 
1951, he was appointed insurance agent. 

The social security department records show that they paid pre- 
miums to Louis B. Saperstein, for transmittal to Security Mutual, 
amounting to $3,268,563.09. 

Now, from our examination of the records provided us by Security 
Mutual, we know that Security Mutual received $2,356,172.14, or 
$912,390.95 less than what was transmitted to Saperstein. 

Senator Dovcras. I want to get this clear. The social security 
department paid to Mr. Saperstein for transmittal to Security Mutual 
approximately $3,268,000 ? 

Mr. Puant. Yes. 

Senator Dovetas. And that has been established from the records 
of the social security depar tment ? 

Mr. Prant. That is correct. 

Senator Dove as. But from the records of the Security Mutual, 
during this same period, you only find a transmittal of $2,356,000? 

Mr. Pant. Yes. 

Senator Doveias. Which Mr. Saperstein sent to Security Mutual? 
Mr. Pranr. Yes. 
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Senator Doveias. Or a difference between the amounts received 
by Mr. Saperstein, apparently a difference, between the amounts 
received by Mr. Saperstein and the amounts transmitted, of $912,395 ? 

Mr. Pianr. That is mght. 

Senator Doveias. And this is in addition to the commissions re- 
ceived by Mr. Saperstein ‘ 

Mr. Pianr. That is correct, sir. 

Senator Ives. I would like to raise a question there. Naturally, 
that would have some effect upon the coverage being provided by the 
company. Do you know anything about that? 

Mr. Puanr. I don’t know personally. 

Senator Ives. Well, it wouldn’t be covering as many workers, pre- 
sumably, as it would be if it got that full amount. I don’t know 
what the contract was, so I can’t—only a representative of that com- 
pany can answer that question. It would very greatly affect the 
dividends, too ? 

Mr. Puanr. That is right. 

Senator Doveias. That is, the dividends back to the social security 
fund ? 

Mr. Puant. Yes, sir. 


Senator AtLorr. Mr. Plant, isn’t it a fact that they effected part 
of this coverup by not putting plans into effect for a period after the 
supposed plan was supposed to go into effect? 

In other words, some of them which went in were supposed to go 
in in November didn’t go into effect until the following April. 

Mr. Puant. Yes, sir. With your permission, Senator, I would 
like to postpone that answer until I finish with this difference. 

— Auorr. All right. You are going to cover that phase 
of it? 

Mr. Prant. Yes, sir. 

The records of the social security department further showed that 
they paid, during the period from October 1, 1953, to April 2, 1954— 
now, I take the date April 2, 1954, because at a board of trustees 
meeting which occurred at that time, Mr. Saperstein suggested that 
the method of sending premium payments through him to the carrier 
be discontinued. 

So the last payment which left the social security department and 
went to Saperstein for transmittal to the carrier was on April 1, 1954. 
So that is why I have used the date of April 2, because from that time 
on, the premium payments went direct from the social security 
department to California Life Insurance Co. 

During that period from October 1, 1953, to April 2, 1954, they sent 
to Saperstein premiums for transmittal to California Life amounting 
to $680,237.16. Now, from the records which California Life pro- 
vided us, we know that they received $678,742.55, or $1,494.58 less 
than they should have received. 

That then brought, as far as our worksheets were concerned, our 
total difference to $913,895.53. 

Senator Douetas. Nearly all of this occurred during the period in 
which the Binghamton company was carrying the policy ? 

Mr. Piant. That is correct. 

However, affecting this difference is an item that, during the period 
from March 6, 1951, to October 5, 1951, the 5 percent payments to the 
welfare deputies were not made by the social security department. 
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The minutes reflect that Mr. Byers, on March 6, objected to it, and 
therefore it was determined that the social security department 
wouldn’t pay it any more. ; 

However, in October of the same year, according to the minutes, it 
was decided that the social security department would take it up 
again; that is, the social security department would again begin 
paying the 5 percent. 

Now, we don’t know as yet who paid those welfare deputies during 
that period. 

Senator Doveias. How long was that period? 

Mr. Puan. From March 6, 1951, to October 5, 1951, but in checking 
the files in the social security department against the Security Mutual 
records, we found that there were in a number of instances a difference 
where the difference amounted to exactly 5 percent. 

In other words, they would send through a check for a certain 
number of lives in the social security department, and Security Mutual 
would get a check covering the same number of lives, but an exact 
5-percent difference. 

So we, in making up our worksheets, gave Mr. Saperstein credit for 
$13,577.66, which were the 5-percent payments made during that 
period. 

Now, if you take that from the $913,895.53, it leaves a discrepancy 
of $900,307.87. 

Senator Dovetas. Between the amounts which Mr. Saperstein re- 
ceived for transmittal to the insurance company and the amounts 
actually transmitted ¢ 

Mr. Puant. That is right, sir. 

Mr. Leece. And you are giving Mr. Saperstein credit for making 
the 5-percent payments himself during that period March to October 
195% 

Senator DovcLAs. You were leaning over backwards to be fair, in 
other words? 

Mr. Puiant. That is correct. 

Now, in our analysis of the social security department books and 
of the records of the carriers that were made available to us, we 
found that this discrepancy had been accomplished in three ways. 

The first way was responsible for most of the discrepancy, and it 
concerned the effective date of the coverage of a particular local as 
shown in the records of the social security department and the effec- 
tive date of the coverage of the same local in the records of Security 
Mutual. 

This discrepancy was accomplished, as I stated, in three ways, 
the first of which was responsible for the largest part of the dis- 
crepancy, and this method involved the effective dates as shown in 
the records of the social security department and the effective date 
as shown in the records of Security Mutual. 

Mr. Lerece. You mean the effective date of the insurance policy with 
the carriers? 

Mr. Piant. That is right. You can take any local. Let us say 
local 50. I don’t know whether there is such a local, but the records 
in the social security department would show that the coverage for 
local 50 was effective January 1, 1953. Then when we went to the 
records of Security Mutual, we would find that the coverage there for 
that particular local was not effective until July of the same year. 
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Senator Atxorr. Mr. Plant, you have specific examples there. Why 
don’t you give us one of those? I think it would be wise to give a 
specific example rather than a generalization, because you have many 
specific examples. 

Mr. Puant. Is it all right, Mr. Chairman, to proceed ? 

Senator Dovucias. Yes; proceed, Mr. Plant. 

Mr. Piant. This which I have here is an enlargement of one of 
our worksheets which we prepared and which is designated “ex- 
hibit 8.” 

Senator Dovaetas. Do you have additional copies? 

Mr. Puant. Yes. We prepared this in Indianapolis and here in 
Washington, based on our examination of the records of the social 
security department and the ledger sheets provided us by Security 
Mutual. 

I might first point out that on the left-hand side, you will notice that 
the social security department records show that the effective date 
of the coverage for local 10 of the Laundry Workers International 
Union at Philadelphia was November 10, 1952. 

On the right-hand side, you will note that the effective date for the 
coverage of local 10, as far as Security Mutual was concerned, was 
April 1, 1953. 

Senator Dovertas. Do I understand this: That the records seem 
to indicate that for 5 months money was paid in by the social secu- 
rity department to Mr. Sapertsein which was not paid out by him 
to Security Mutual as far as local 10 is concerned ? 

Mr. Piant. That is correct, Senator. That is exactly correct. 

The first payment went out from the social-security department 
to Mr. Saperstein on December 24, 1952, for $9,981.40. 

Senator Dove.as. But there was no corresponding payment for 
that month paid by Mr. Saperstein to Security Mutual ? 

Mr. Puant. That is correct. 

Senator Doveias. Would you read the figures for the succeeding 
months? 

Mr. Puanrt. Yes, sir. The payment for December 1952 was trans- 
mitted by the social-security department on the date of January 29, 
1953. It covered 5,035 lives, for a total amount of $16,615.50. That 
amount was not received by Security Mutual. 

The payment for January 1953 was sent out by the social-security 
department on March 2, 1953. It covered 4,848 lives, for a total 
amount of $15,998.40. That amount was not received by Security 
Mutual. 

The payment for the month of February 1953 was sent out by the 
social-security department under date of March 24, 1953. It cov- 
ered 4.983 lives, and a total amount of $16,443.90. That amount was 
not received by Security Mutual. 

The payment for March 1953 was sent out by the social-security 
department under date of April 30, 1953. It covered 4,881 lives, 
for a total amount of $16,107.30. 

Senator Doveras. Now, those were the 5 months so far as the 
records of this local, the records of the social-security department are 
concerned, during which money was paid by the local union to the 
social-security department and then to Mr. Saperstein which was not 
transmitted by Mr. Saperstein to Security Mutual? 

Mr. Prant. That is correct. 
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Senator Ives. Something over $75,000? 

Mr. Puanrt. It is $75,146.50. 

Senator Doveras. During this period of 5 months, did Security 
Mutual receive any money from Mr. Saperstein ? 

Mr. Puant. For local 10? 

Senator Dovetas. For any local union. 

Mr. Piant. Undoubtedly they did for some of the other locals, 
Senator. 

That, then, was the first method they used where there was a differ- 
ence in the effective dates, and all of the money which went out of 
the social-security department remained in Mr. Saperstein’s hands. 

Senator Dovetas. In other words, you are trying to explain this 
difference of some $900,000 ? 

Mr. Pianr. That is right. That was accomplished by three methods. 

Now, the second method which was used was a system which to 
properly explain I would like to use the table for local 284 in Jersey 
City—Exhibit 9. 

I might state for the record that this is the spread sheet which we 

repared in Indianapolis and here in Washington. And it applies to 
be 284 of the Laundry Workers International Union in Jersey 
City, N. J. 

Now, the Senators might note that in this particular case the effec- 
tive date for local 284 according to the social-security department 
was September 1, 1952. However, in Security Mutual the effective 
date was March 1, 1953. 

So, with respect to this particular local none of the money which 
the social-security department sent out for September of 1952, October 
of 1952, November of 1952, December of 1952, January of 1953, Febru- 
ary of 1953 reached the Security Mutual Life Insurance Co. 

Senator Atvorr. And what is the total ? 

Mr. Piant. You have it in your notes, Mr. Leece. 

Senator Dovetas. That would be about $78,000 ? 

I am going to ask that these two tables be made a part of the record. 

(The tables referred to were marked “Exhibits 8 and 9.”) 

Mr. Piant. Roughly I just figure it up at $79,546. 

We have the exact figure there. 

Now, in this second method which was used, they would retain 
all of the late payments. Now, the social security department—and 
I might say this for the record: that we found in the social security 
department under the direction of Miss Evelyn Horner that the rec- 
ords kept there as far as the operation of that department were con- 
cerned were very meticulous. 

Now, you will note that for March of 1953 the first payment which 
the social security department sent out was on May 25, 1953. It cov- 
ered the month of March. It was for 4,313 lives for a total amount 
of $14,232.90. 

However, on June 18, 1953, the social security department sent to 
Mr. Saperstein late payments for March covering 207 lives for a total 
amount of $683.10. 

Again on July 20, 1953, the social security department sent out 
late payments for March covering 102 lives at $336.60. And then fi- 
nally on October 13, 1953, they sent out the final payment for March 
covering 23 lives or $75.90. 
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Senator Dovecias. Were any of those amounts transmitted to Se- 
curity Mutual? 

Mr. Pian. None of the payments of June 18, 1953, July 20, 1953, 
or October 30, 1953 were received by the carrier. 

Senator Dovue.as. In other words the arrearage payments were not 
transmitted ? 

Mr. Piant. That is right. 

Senator Doveras. Did you find the same thing to be true in the case 
of local No. 10? 

Mr. Puantr. With specific reference to local No. 10 there were no 
late payments. 

In local 284 he employed the third method wherein he not only kept 
the late payments but he also retained part of the current payment 
And I will refer back to the same item I just mentioned for March 
1953. The first payment for March 1953 was for 4,513 lives at 
$14,232.90. However, on June 11, 1955, Security Mutual got their 
only payment for March. And that covered 3,213 lives totaling 
$10,602.90. 

Senator Doveias. Whereas the original payment from local No, 284 
to the social security department and from the social security depart- 
ment to Mr. Saperstein was over $14,000 ? 

Mr. Puant. That is right. 

Senator Doucias. How many lives did Mr. Saperstein then say were 
insured when he made his report to Security Mutual ? 

Mr. Piant. He reported to Security Mutual, 3,213 lives. 

Senator Douetas. Or 1,100 lives less than the original amounts 
given him by the social security department ! 
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Mr. Piant. That is right, Senator. 

Senator Doveias. And this is in addition to the arrearages which 
later were not transmitted. 

Mr. Puantr. That is right. Making a total discrepancy for the 
month of March of 1,482 lives or $4,725.60. 

Those were the three methods that were used, No. 1, where he kept 
all of the payments; No. 2, where he kept all the late payments; No. 3, 
a combination of the first two, where he not only kept all the late 
payments but also took something out of the payment for the current 
month. 

Senator Doveias. That is, reporting a smaller number of lives? 

Mr. Piant. That is correct. 

Senator Dovetas. Than were reported to him? 

Mr. Puanr. That is correct. 

And I might point out with specific reference—to go back to local 
10 and take up the months after April of 1953— 

Senator Doveras. We have covered the months from November 1952 
to March 1953, inclusive, and have shown that no payments were made 
during that period. 

We now come to the period in which Mr. Saperstein reported to 
Security Mutual that local No. 10 was being covered ? 

Mr. Piant. That is right. 

Senator Dove.as. We are now dealing with the question of the 
difference between the number of persons and the amounts trans- 
mitted to him and the number of persons reported by him and the 
amounts paid by Mr. Saperstein to Security Mutual? 

Mr. Piant. That is correct. 

So, for the month of April 1953, the social security department 
paid out on May 26, 1953 for 4,831 lives a total of $15,942.30. Se- 
curity Mutual on July 9, 1953, received a payment covering the month 
of April 1953 on 3,331 lives, or $10,992.30. 

Senator Douc.as. Or a difference of 1,500 lives precisely, or $4,950? 

Mr. Piant. That is correct. 

Senator Doveias. We will now recess until 2:15 this afternoon. 
Everyone remains under subpena. 

(Whereupon, at 12:15 p. m., the committee recessed to reconvene 
at 2:15 p.m.) 

AFTERNOON SESSION 


(The subcommittee convened at 2: 20 p. m., Senator Paul H. Douglas 
presiding. ) 

Senator Dovetas. The Senator from New York, my very able asso- 
ciate, is saying that testimony should be taken in sequence. One of the 
difficulties which we have had has been the number of witnesses whom 
we have subpenaed who did not appear in executive session for one 
reason or another on the dates they were summoned. That has handi- 
‘capped the committee greatly, and I may say that we still continue to 
operate under some of these handicaps. 

So if there is not a complete sequence in the way the material is 
developed, it will be due to this fact. 

Senator Ives. What I meant, Mr. Chairman, is this: ' think for 
example, when it comes to various people before us, we had better 
examine them, each one as they appear before us, as completely as pos- 
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sible rather than sprinkling them around, here, now, and later some- 
where else. 

Senator Dovucias. You mean we should call the Binghamton people / 

Senator Ives. No. I think it would be better when we have the 
Binghamton people before us, to thoroughly examine them concerning 
all phases of this matter. 

Senator Doveias. The chairman felt on this vital point it would be 
better to have everyone together. 

Senator Ives. lam not criticizing you. Don't get me wrong. I am 
merely suggesting. 

Senator Doue.as. The Chair has great respect for the Senator from 
New York; unless there are good reasons to the contrary, we will follow 
that. But if there are reasons, I am sure the Senator will go along. 

Mr. Plant, will you continue. 

Mr. Piant. Before I go on, with the chairman’s and the committee’s 
permission, I would like to go back for just a second and perhaps 
remove an impression I created. I stated, for instance, that with 
reference to local 284, if the committee has in front of them my spread 
sheet, that for the month of March 1953 that the social security depart- 
ment sent out a check, No. 1550 on May 25, 1953, for 4,315 lives for an 
amount of $14,232.90. That is a wrong impression; it is a wrong 
statement. 

I want to take it back. Actually check 1550 was for an amount of 
$15,510, which included payment for the month of March for 4,513 
lives at $14,232.90. It also included a late payment for the month of 
February 1953, on 224 lives for $739.20. It also included late pay- 
ments for January 1953 of 149 lives at $491.70." 

It also included late payment of December 1952, of 14 lives for 
$46.20. 

Senator Doveias. Thank you. I may say that the statement of 
Mr. Plant corresponds to the tables which he has submitted and which 
are themselves a part of the record. 

Mr. Piant. It was just the use of the wrong word. Actually check 
No. 1550 included March and other months. 

Senator Auuorr. Mr. Plant, it cannot be ascertained from this 
exhibit which you have introduced here, what items were included in 
that check. 

Senator Doveras. There was no check. 

Senator Auiorr. Of the exhibit itself. 

Mr. Puiant. First, Senator, you are referring now to check No. 1550? 

Senator Atxorr. Let’s refer to check No. 1550. You said it referred 
to the $739.20 and the $491.70. From this exhibit alone you can’t tell 
what other items were in there,can you? You have to have additional 
information ? 

Mr. Piant. No. Everything which I have just related was in check 
No. 1550. 

Senator AtLorr. How do you ascertain that ? 

Mr. Piant. From my worksheet. If you just move up on the work- 
sheet—if you look for February you will see check No. 1550, under 
February, the second item for February. It is the third item in 


January, the third item in December. 





1 See exhibit 9. 
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Senator Axxorr. In other words, the social security department 
itemized the number of lives covered, not only for the current month 
but for the payments upon past months ? 

Mr. Piant. That’s correct, Senator. Sometimes the check would go 
back even for a year, to pick up one life. 

Senator AtLorr. You have answered my question now. 

Mr. Piant. During the course of our examination of the books of 
the social security department, we examined an audit report submitted 
to the board of trustees by their certified public accountant under date 
of September 30, 1954, and we noted therein that they had under the 
title of “Investments” loans to local No. 52 and a loan to the New 
Linen Supply Corp. of San Diego, Calif. As of September 30, 1954, 
the loan to local 52 was then in the amount of $9,733.33, and the loan 
to the New Linen Supply Corp. at San Diego, Calif., was in the amount 
of $32,782.67. 

According to a previous audit report dated March 31, 1953, the 
original loan to local No. 52 was $26,000, which was secured by a first 
deed of trust lien made June 9, 1952, between the Laundry Workers 
International Union, Local 52, the Title Insurance & Trust Co., and 
the trustees of the social security department of the Laundry Workers 
International Union. 

We discussed that loan with—that is a member of the staff discussed 
that loan with Mr. Charles Goldstein, whom I have previously iden- 
tified as a vice president of the Laundry Workers International Union, 
and a member of the board of trustees of the social security department. 

Mr. Goldstein advised us that local 52 occupied a new building in 
November 1951 and took up occupancy, actual occupancy, in February 
1952. In June of 1952 the social security department loaned local 52 
approximately $26,000 in exchange for a first mortgage lien on the 
building, and since then the local has spent $13,000 to $16,000 for 
alterations and remodeling. 

At the present time they estimate the value of the building to be 
$50,000. 

A member of the staff asked Mr. Goldstein as to the propriety of 
the welfare fund making a loan to an affiliated local. Mr. Goldstein 
reportedly took the position that the funds of the welfare fund should 
be invested in risk capital and he believed that if the paper was good, 
there was no reason why there should be any objection raised to this 
kind of a proposition. 

Senator Dovetas. Mr. Goldstein said the fund should be invested in 
risk capital ? 

Mr. Prant. That is correct, sir. I will read the whole thing if you 
care for me to. ' 


In answer to a query as to whether— 


and for the record I will identify the memorandum. It is dated Octo- 
ber 29, 1954. It is from staff members Blake Turner and James 
Wenstrup. The subject is Laundry Workers International Union, 
San Francisco Investigation, Interview with Charles R. Goldstein, 
Local 52, LWIU, 2207 West Eighth Street, Los Angeles, Calif. 

I quote: 


In answer to a query as to whether it was proper for the welfare fund to loan 
money to its affiliated local unions, Mr. Goldstein took the position that the wel- 
fare fund should be invested in risk capital, and he believes that if the paper was 
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good, there was no reason why any objection should be raised on this kind of 
transaction. 

He admitted that the trustees objected to loans of this type, but their objections 
were overruled in this particular case. 


Senator Dougtas. Overruled by whom ? 

Mr. Piant. The memorandum doesn’t say. I can get the minutes 
of that particular meeting where it was taken up, if you would like, 
and rea a that. 

Senator Doveas. May I ask you: Isn’t it your understanding that 
risk capital is the last type of investment that an insurance fund 
should be invested in? 

Mr. Priant. I think that is a matter of opinion, Senator. I don’t 
really feel qualified to answer. 

Senator Ives. Do you know anything about what this money was 
invested in ¢ 

Mr. Pianr. This particular item ? 

Senator Ives. This risk capital. What was the nature of it? 

Mr. Pianr. It was an office building which local 52 had purchased. 

Senator Atiorr. In Los Angeles? 

Mr. Piant. That is correct, Senator. 

Senator Atuorr. That is the same building that is tied in with the 
agents later? 

Mr. Piantr. That is right. 

Mr. Lerce. What is the date of that? 

Mr. Puant. I am going to tell you in just a minute. For the pur- 
pose of the record, I might state that these are the minutes of the 
meeting of the board of trustees, the 10th regular meeting of the 
trustees at Los Angeles, Calif. on February 13 and 14, 1952. They 
are signed by Mr. Byers, Samuel J. Byers, by John Toomey, by 
Charles R. Goldstein, and Mathew J. Dooley. 

I quote from there, page 14: 


Chairman Byers then stated that Trustee Goldstein had a matter which he 
would like to bring before the board of trustees for its consideration and 
decision. Trustee Goldstein then stated that Local No. 52 of the Laundry 
Workers InternationaL Union had purchased a new building for its offices and 
gave a detailed sketch of the background of purchase, the total purchase price 
paid, the type of improvements in building, the location of the building, the 
size of the lot, etc. 

He stated that his local’s loan on this new building required the payment 
of 6 percent interest, and he would like the board of trustees to consider making 
a loan to local No. 52 with interest at the rate of 4 percent per annum, secured 
by a first deed of trust lien on the property. He stated that title to the prop- 
erty was vested in local No. 52. 

Trustee Goldstein stated, however, that he would like for the board to look 
at the building and the title papers before making any decision. Trustee Dooley 
stated that in view of the type of the property involved, its location, its im- 
provements, the size of the lot, and the loan requested, that it would be proper 
to consider the request of Trustee Goldstein. 

The suggestion was then made by Chairman Byers that the board recess 
long enough to physically examine the building of local No. 52 at 2207 West 
Eighth Street, Los Angeles, Calif., and determine whether the property would 
warrant a loan. 

Accordingly, the meeting adjourned for this purpose at 3:30 p.m. At 4p. m., 
the board of trustees returned. Chairman Byers took the chair and convened 
the meeting. The trustees then considered the result of their investigation of 
the property of local No. 52. It was the consensus of opinion that it would 
be a sound investment and that it would be a means of helping to diversify 
investments of the social-security department. 
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Whereupon, upon motion made by Trustee Dooley and seconded by Trustee 
Toomey, the following resolution was adopted. Trustee Goldstein did not vote 
on the motion. 


“Be it resolved, That the social-security department of the Laundry Workers 
International Union loan to Laundry and Dry Cleaning Workers International 
Union, Local 52, of Los Angeles, the sum of $26,000, to be secured by a first deed of 
trust lien on the said property, interest to be paid at the rate of 4 percent per 
annum, and principal and interest to be payable at the rate of $300 per month for 
a period of 5 years and the last payment to include the balance then due. That 
all of the necessary papers, search of title, et cetera, would be prepared by 
Secret ar y-Treasurer Mathew J. Dooley, who shall confer with the attorneys for 
local 52 in respect to the consummation of the loan; be it further 

“Resolved, That if Laundry and Dry Cleaning Workers International Union, 
Local 52, desires at any time to pay off said loan, it may be done without any 
penalty being paid therefor.” 

Senator Douexas. In other words, the loan was authorized by the 
board of trustees of the social-security department ? 

Mr. Pianr. That’s right. 

Senator Doue.as. Mr. Plant, has the California Life Insurance Co. 
rented quarters in this building ? 

Mr. Piant. I don’t have any independent recollection of that par- 
ticular angle, Senator. I would rather you refer the question to 
someone else, another member of the staff. 

Senator Douagias. I would like to clear these matters up as they 
arise. Isthere anyone else here who knows about that ? 

Would you raise your right hand and solemnly swear that the 
testimony you are about to give is the truth, the whole truth and 
nothing but the truth, so help you God ? 


TESTIMONY OF BLAKE E, TURNER, STAFF INVESTIGATOR 


Mr. Turner. I do, sir. 

Senator Doucias. Would you give your name? 

Mr. Turner. Blake E. Turner. 

Senator Dovetas. And position ? 

Mr. Turner. I am a staff member of the subcommittee. 

Senator Doucias. Mr. Turner, you went into this case, did you, as 
an investigator / 

Mr. Turner. Yes, sir. 

Senator Dougias. Did you find that the California Life Insurance 
Co. was renting quarters at this building that the local of the laundry 
workers of Los Angeles owns / 

Mr. Turner. Yes, sir; they do. 

Senator Doueias. How much were they paying? 

Mr. Turner. They pay $175 a month for the rental of a claims 
office located in this building. 

Mr. Lerce. $175 a month? 

Mr. Turner. Yes, sir. 

Mr. Leece. Was that always the rental charge? 

Mr. Turner. It is my recollection it was, sir, but I am not certain. 

Senator Dovetas. Did Mr. Goldstein’s son have an insurance office 
in this building? 

Mr. Turner. Yes, sir. 

Senator Doveias. What quarters did he occupy ? 

Mr. Turner. He occupies the same office as the claims office. 

Senator Dovetas. As the California Life? 

Mr. Turner. Yes, sir. 
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Senator Doveias. The California Life Co. is the insurance company 
for the Laundry Workers International / 

Mr. Turner. Presently, yes, sir. 

Senator Ives. Was that one office or a suite of offices / 

Mr. Turner. It consists of one large room, sir, and a portion of 
another. 

Mr. Leece. What is the name of the insurance agency, Mr. Turner? 

Mr. Turner. Mr. Goldstein—it is Ira Goldstein, the son of Charles, 
operates what is known as the Jaybar Insurance Agency. 

Mr. Leece. Do I understand you properly: The rental on that space 
however, is paid by the ¢ ‘alifornia Life Insurance Co. ? 

Mr. Turner. That’s right. 

Mr. Lerce. The property is owned by Local 52, Laundry Workers 
International Union, is it? 

Mr. Turner. That is right. 

Senator Doveias. Did you find any record that Mr. Goldstein, Jr., 
Was paying rent to California Life Instance Co., for his share of that 
office ¢ 

Mr. Turner. No, sir. We found none. He indicated he was not. 

Senator Doucias. You say he indicated he was not. “Indicated” is 
an indefinite word. Did he say he was not paying any ¢ 

Mr. Turner. Yes, sir; he did. 

Senator Doue.as. He said so? 

Mr. Turner. Yes, sir. 

Senator Ives. I would like to ask a question about the California 
Life Insurance Co. Where is their main office ? 

Mr. Turner. In Oakland, Calif.. Senator. 

Senator Ives. And they had no other offices in Los Angeles? They 
had no other than this claims office there ? 

Mr. Turner. They have a field agency, but it is in another part of 
the city. As I understand it, it has nothing to do with the laundry 
workers’ policy. 

Senator Ives. Does it appear to you that this was a legitimate rental 
of legitimate space so far as their needs were concerned 

Mr. Turner. It would be hard to fix any definite amount, sir. I 
wouldn’t be in a position to say. 

Senator Ives. Were you satisfied they needed the space? 

Mr. Turner. Yes, sir, they needed space. 

Senator Atiorr. Mr. Chairman, may | make an inquiry at this time 
as to whether you have concluded with Mr. Plant and intend to con- 
clude? If not, I will just confine my questions to one or two concern- 
ing this phase. 

Senator Doveras. That is to Mr. Turner or Mr. Plant ? 

Senator Atxorr. Both of them. 

Senator Doveras. Certainly. 

Senator AtLorr. Have you concluded as to both of them? 

Senator Dovetas. So far as I am concerned, on this point. 

Senator Atxorr. Just on this point? 

Senator Dove.as. That is correct. 

Senator Atiorr. Then I will confine myself to this point. I want to 
recapitulate this, Mr. Turner, just a little bit, and Mr. Plant. 

Then the loan that was obtained for financ ing this building was 
obtained by Mr. Goldstein. It was his son who rented and occupied 
the office space in the building in Los Angeles. He occupied that for 
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rentals paid by the California Life Insurance Co., and California Life 
Insurance Co. was the one that the welfare fund acquired control of 
and ownership of, is that right? 

Mr. Turner. Yes, sir. 

Senator AtLorr. It was the one to whom the business went when 
Saperstein pulled away from Security Mutual ¢ 

Mr. Turner. Yes, sir. 

Senator Atiorr, And it was the one that Mr. Wickes, who was with 
the Security Mutual and went out and helped organize the new deal 
on the California Life deal through this Founder's Syndicate, that 
was the whole set up, was it not ? 

Mr. Turner. May I explain one thing, Senator? Mr. Ira Goldstein 
acts as a claims administrator for the California Life Insurance Co. 

Senator Atvorr. And he acts as an administrator for the California 
Life Insurance Co. in the Los Angeles area / 

Mr. Turner. In this same office, yes, sir. 

Senator Atiorr. Do you know who passed on the title to this prop- 
erty, who approved the title when the loan was made? Do your 
records show that? 

Mr. Puant. I don’t quite understand the question. Who passed on 
the title? 

Senator Atxiorr. To the property that was purchased and upon 
which the loan was made. 

Mr. Piant. I presume that the title company, whose name I men- 
tioned, did, ts ae The Title Insurance & Trust Co. Wouldn’t 
they be the one? I didn’t conduct the investigation. Therefore I 
don’t know. 

Senator Atiorr. I don’t know. That is the reason I am asking. 
I am interested in whether Mr. Dooley did, because Mr. Dooley acted 
as a representative of the employer on the trust fund, on the welfare 
fund. He also, while acting as the employer, put together in his 
office the deal to purchase California Life, which by the testimony of 
its president was almost defunct. I want to find out whether Mr. 
Dooley after participating in all these roles and helping set up the 
Founder’s Syndicate, passed on the title to this property. 

Mr. Pian. You mean as a representative of the board of trustees ? 

Senator AtLorr. As representative of the board of trustees, yes, sir. 

Mr. Pianr. I read from the minutes, of course, Mr. Dooley went 
down there and examined the property.. The whole board of trustees 
did. Then as a result of that examination, they then came back and 
passed the resolution O. K.’ing the loan. 

Senator Attorr. ‘That is still a little different question and I guess 
you can’t answer it. Iam interested in who passed the title. Maybe 
it is only a question that a lawyer is interested in, but I am interested 
in who passed the title to that property when the loan was made. 

Mr. Leecer. I think in fairness to both Mr. Plant and Mr. Turner, 
as far as I know, no investigation was made of that specific point. 

Senator AtLorr. Did Dooley receive any fees for the handling of 
the closing of this loan, do you know ? 

Mr. Pianr. To the best of my information, no. 

Mr. Turner. The same, sir. 

Senator Attorr. Did you run any records, do you recall, showing 
whether or not before the loan was made there was a title examination 
to this property ¢ 
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Mr. Turner. No, sir. We did not specifically go into that, Senator. 

Senator Atvorr. Thank you, gentlemen. I think I am inquiring 
about something perhaps that would not appeal to you, but which 
appeals to me very much in this situation. 

Mr. Leece. Did your investigation, Mr. Turner, indicate whether 
or not Ira Goldstein had been previously employed by Mr. Louis B. 
Saperstein 4 

Mr. Turner. Yes, sir. 

Mr. Leece. In what capacity / 

Mr. Turner. As an oflicer in the Harlew Agency of California, 
Inc., which was located in the same building. 

Mr. Leece. What is the Harlew Agency of California? Who 
controls that agency / 

Mr. Turner. We were informed that that was an agency of Mr. 
Saperstein which did an insurance business in this same building, 
located at the union office headquarters. 

Senator Ives. Before you leave, just one particular point: T would 
like to ask if you checked on the other rentals in the building or in 
that area to find out how the rental of $175 a month for this particu- 
lar space compared with those? 

Mr. Turner. No, sir, we did not. 

Senator Dovetas. Mr. Turner, you are excused. Mr. Leece has a 
question. 

Mr. Lerce. Yes, to go back to the discrepancy in the premium 
paid to Mr. Saperstein by the social security department, the dis- 
oo y between that total and the total that was paid by Mr. 

Saperstein to the carriers in this place, did your investigation develop 
any information as to the disposition made of that $900,000 ? 

Mr. Puant. Yes, sir, it did. 

Mr. Lerce. Would you acquaint the committee generally with your 
findings in that regard ? 

Mr. Puanr. First off, we were not able to interview Mr. Saper- 
stein, but we did locate 

Senator Dovetas. Did you try to interview Mr. Saperstein ? 

Mr. Pant. Yes, sir. 

Senator Doveras. Did you serve a subpena on Mr. Saperstein? 

Mr. Puant. The marshal did. 

Senator Doveias. At what time? 

Mr. Piant. But that was subsequent to our attempts to interview 
him, Senator. 

Senator Dovetas. You tried to interview him? 

Mr. Puant. Yes, sir. 

Senator Dovue.as. Did he decline or were you unable to locate him ? 

Mr. Pianr. Number one, we did not talk to him personally. At 
the time we tried to interview him, Mr. Saperstein was in the pro- 
tective custody of the district attorney’ s office in New York County. 

Senator Dovenas. Headed by Mr. Frank J. Hogan? 

Mr. Piant. That is correct, Senator. We attempted to reach Mr. 
Saperstein through Mr. Hogan, and his assistant, Mr. Alfred Scotti. 
They talked to Mr. Saperstein and he declined to see us. 

Senator Doveias. Mr. Saperstein declined, or Mr. Hogan declined ? 

Mr. Puant. Mr. Scotti reported to us that Mr. Saperstein declined 
to see us. But we did locate and interview a Mrs. Concetta Monte- 
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fusco, who was the bookkeeper for the Harlew Agency, Inc., in 
Newark, N. J., which is one of the agencies operated by Mr. Saper- 
stein at that time. We went into the matter of this discrepancy with 
Mrs. Montefusco and asked her as to the manner in which she han- 
dled the premium payments which she received from the social secu- 
rity department. She told us that she received instruction from Mr. 
Saperstein that she should deduct from those premiums prior to 
sending them on to Security Mutual, an arbitrary 20 percent. 

[ asked her what she did with that 20 percent when she deducted 
it. She said that, acting further on Mr. Saperstein’s instructions, she 
returned it to the Laundry Workers International Union through 
Mr. Eugene C. James in Chicago. 

I asked her if it was ever expli uined to her why the money was re- 
turned to the international union. She stated that she was informed 
that it was supposed to cover unemployment in the international 
union. 

Mr. Leecr. Is there any indication that any unemployment claims 
were ever paid by the Laundry Workers International Union, Mr. 
Plant ? 

Mr. Piantr. To start off with, I might say, as the subcommittee 
knows, we have never had an opportunity to talk to Mr. Byers. Sub- 
sequent to the getting of this information, we never had the oppor- 
tunity to discuss it with Mr. James. 

Mr. Lerce. I would like to say at this point that an effort was made 
by the staff to subpena such records of the Laundry Workers Inter- 
national Union as would reflect whether or not these funds were in 
fact received by the Laundry Workers International Union, and if 
they were in fact received, what disposition has been made of them. 

To get those records, we subpenaed Mr. Sam Byers, the president 
of the Laundry Workers International Union, requesting that he pro- 
duce such records, on March 10. Mr. Byers has been ill, has not 
appeared before the committee. He has been represented by coun- 
sel, but as yet the committee does not have possession of those records 

The same request was also made of Mr. Eugene C. James, secretary~ 
treasurer of the Laundry Workers International Union. Mr. James 
has also to this point not produced the records called for. 

Mr. Piant. The only information I have on that point, as to the 
$900,000 going back to the international union reportedly to cover 
unemployment, is that in the May 1953 report of the convention of 
the Laundry Workers International Union, Mr. Byers in his report 
to the convention concerning the welfare plan, took up and discussed 
some of the benefits and the increase in benefits. 

He stated, and I quote: 

In respect to increase of benefits, it pleases me greatly to give you the follow- 
ing facts. Effective January 1, 1952, the following increases were made in the 
benefits. 

He then mentions the following benefits. 


Accidental death benefits were increased. Hospital allowance under the 
Western plan was increased. Miscellaneous benefits from $70 to $85, maximum 
surgical benefits were increased. Under the Midwestern plan hospital benefits 
were increased. Miscellaneous benefits were increased from $40 to $50. Sur- 
gical benefits were increased from the maximum of $150 to $250. 

Under all the plans in effect the limitations of payment of benefits by the 
insurance company for any condition involving females was increased from 
$125 to $150. The natural-death benefits paid by the social security depart- 
ment have been increased. 
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Senator Dovexias. Do you find any reference among his list of in- 
creases or improved benefits to an additional benefit “for unemploy- 
ment ¢ 

Mr. Piant. No, sir; I do not find that. 
There is also included in this report to the convention: 


A statement of cash receipts and disbursements, Laundry Workers Interna- 
tional Union, Indianapolis, Ind., 4 years ended March $1, 1953, Ralph E. Monroe, 
certified public accountant, Architects and Builders Building, Indianapolis, 
Ind. 

Included in that report is a statement of cash receipts and disburse- 
ments, April 1, 1949-March 31, 1953. The first item there under re- 
ceipts is a per capita tax, and it is given as $1,554,209.92. There are 
a number of other items included thereon. Initiation fees, local char- 
ter fees, supplies, interest on investments, loans repaid, mortgage pay 
ments, East Market payments on purchase of Krauss Laundry, rent 
reimbursement from social security department, loans, sale of book 
lets, sundry, total receipts, $1,823,529.63. 

Of the items which I have mentioned, subsequent to the per capita 
tax, the largest item thereafter is for $98,000. 

So, on the receipts for that period, there is not shown any amount of 
money that might have been received to cover unemployment. Does 
that answer your question, Mr. Leece ? 

Mr. Lerce. Yes. 

Senator Dovue.as. Mr. Plant, I wonder if you could for the record 
have available analyses for various cities similar to those which you 
gave for Jersey City and for Philadelphia this morning: namely, the 
amounts which you believe were paid to Mr. Saperstein through the 
social security department records, the amounts which the records of 
Security Mutual indicate were passed on by Mr. Saperstein to the com- 
panies and the differences between the two, classified by localities. 

Mr. Puan. I have those, sir. 

Senator Dovetas. If you would read the amounts, we will then make 
the table a part of the official record. 

(The table referred to was marked “Exhibit 10.”) 

Mr. Piant. You want the amount of the discrepancy, Senator; is 
that it? 

Senator Dougias. Yes. And indicate the period, the amounts of 
the discrepancy. Then the table will be oaks a part of the public 
record. It is understood, of course, that the attorneys for the gentle- 
men in question have full right of access to this material. 

Mr. Puiant. The first one is local No. 2, located at Oakland, Calif. 
The discrepancy with reference to that local was $7,134.12. 

The second one, local 10 at Philadelphia, Pa., the discrepancy, 
$108,806.50. 

Senator Doveras. That you produced this morning? 

Mr. Puant. That is right. 

The next one is local 26 at San Francisco, Calif. The discrepancy, 
$5- 4.303. 34. 

We found no discrepancy in local 12 at Syr - use, N. Y., nor in local 
32 at Reno, Nev. Local 33 at Watsonville, Calif. the discrepancy, 
$5,447.82. 

We found no discrepancy with reference to local 42 at Tacoma, Wash. 

Local 46, Chicago, IIl., the discrepancy : $175,560.33. 

The subcommittee will note that we have inserted in here the hotel 
division. That was taken over by the social security department in 
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January 1953. There was no discrepancy in the amount of money 
that was transmitted from the social security department to the 
carrier. 

We are not in a position to say anything prior to that date because 
we have not had access to Mr. James’ records, and prior to January 
1953, Mr. James and Mr. Byers as trustees controlled that particular 
fund. 

Local 52, Los Angeles, Calif., discrepancy, $93,831.50. 

Local 56, Gary, Ind., dise ‘repancy, $7,292.58. 

Local 66, Boston, Mass., $17,436.81. With particular reference to 
that local at Boston, I might state that local 66, Boston, includes local 
64 in Boston, local 77 in Boston, local 185 in Providence, and local 246 
in Salem. 

Local 75, Sacramento, Calif., discrepancy, $351.12. 

Local 86, Fresno, Calif., discrepancy, $957.60. 

Local 98 at Saginaw, Mich., in this particular loca] there was an 
excess of $170.10. In other words, they sent through—— 

Senator AtLorr. $170? 

Mr. Puanrr. $170.10. Local 104 at Des Moines, Iowa, there was a 
discrepancy of $5,842. 

Local 108 at Alton, Ill., a discrepancy of $2,749.50. Local 113, I 
think that is Vallejo, Calif., $396.34. 

There was no discrepancy for local 115 at Youngstown, Ohio. 
There was no discrepancy for local 126 at Danville, Il. There was no 
discrepancy for local 127 at Bellingham, Wash. 

Local 129 at Detroit, Mich., there was a discrepancy of $117,869.70. 

Local 135 at New York, N. Y., a discrepancy of $297. Local 141 at 
Pittsburgh, Pa., there was a discrepancy of $34,724.22. 

There was no discrepancy in local 142 at Aurora, II. 

Local 143 at San Mateo, Calif., there was a discrepancy of $1,524.18. 

Local 150 at St. Paul, Minn., there was a discrepancy of $6,708. 

Local 156 at Eureka, Calif., had no discrepancy. 

Local 171 at Peoria, Tll., there was a discrepancy of $780. Local 
177 at Stockton, Calif., there was a discrepancy of $138.32. 

Local 183 at Minneapolis, Minn., there was a discrepancy of 
$64,167.65. There was no discrepancy for local 186 at San Ber- 
nadino, Calif. 

Local 191 at Louisville, Ky., there was discrepancy of $2,904.65. I 
might state that that p: iticular local includes local 348 at Cincinn: iti, 
and local 248, Quality Laundry, Dayton, Ohio. 

Local 192 at Terre Haute, Ind., there was a discrepancy of $132.60. 
Local 218 at Atlanta, Ga., there was a discrepancy of $57,652.79. 

I might state that local 218 includes locals 218 at Chattanooga, 109 
at Gadsden, Ala., 109 at Alabama Overall Service at Birmingham, 
Ala.; 109 office workers at Birmingham, Ala.; 44 at Atlanta, Ga.; 218 
office workers at Atlanta, Ga.; 218, Texas Overall Service at Atlanta, 
Ga.: 218 Carolina Overall Service at Charlotte, N. C.; 222 at Miama, 
Fla.; 300 at Baltimore, Md.; 320 at New Orleans, La.; 402 at New 
Orleans, La.; 218 at Tropical Overall at Atlanta, Ga. ; 44 at Shreve- 
port, La.; and 44 office at Shreveport, La. 

Mr. Leecr. What was the disc repancy on the Atlanta? 

Mr. Puant. $57,652.79. 

Local 229 at San eh Calif., there was no discrepancy. Local 

284 at Jersey City, N. J., there was a discrepancy of $128,591.10. 
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There was no discrepancy in local 287 at Phoenix Ariz. There was 
no discrepancy in local 338 located at Windsor, Canada. Local 361 at 
Duluth, Minn., there was a discrepancy of $6,505.20. 

Local 161 at Duluth, Minn., there was a discrepancy of $6,505.20, 
Local 363 at Santa Barbara, Calif., there was a discrepancy of $26.60. 

Senator Dove.ias. And the total. 

Mr. Puantr. As far as the spread sheet, the total would be 
S901.961.47. 


Exuirpir 10 


Schedule reflecting, by locals, amount of premium paid by the social security 
department, LWIU, the amounts received by the two carriers, the amount pre 
sumably paid out as field administrative expense, and the amount to be 
accounted for by Louis B. Saperstein 


| 
Amount reported as 5 peroent 
Total pre- received by payments Amo nt 
mium paid |-——— presuin- | to be ac 

by social | Differ- ably counted 
ECL ence made hy for 

sec t e- . ; 
ena Security California L. B Saper- 
F Mutual Lif Saper- 


Local Location 
No. 


by 


Stein 


Oakland, Calif 605. 20) $59,629.22 $9,719.64 $7, 256. 34 

Philadelphia, Pa 055.90] 61, 274.40) 84, 975. 00/108, 806. 50 108, 806, ! 

San Francisco, Calif 28, 408. 50} 237,152.30) 35, 202.44) 56,053.76) 1,750.42) 54, 303. ; 

Syracuse, N. Y.!_- , 372. 70) 2, 372. 70 ; 

Reno, Nev 8, 427. 90} 5,027.10) 3, 400. 80 : 

Watsonville, Calif 39, 029. 48) , 613.46) 5,937.12) 5, 478. ¢ 31.08) 5 

Tacoma, Wash.?_. $2. 62 82. 6 

Chicago, Tl. -- , 389, O80. 49! 80. 53,148, 515 186, 084.06; 10, 523. 73,175, 5 
Hotel division........-.-- 3 31, 264. 38] 2 9. 06| 3 2, 245. 3: 

Los Angeles, Calif 352, 606. 55 . 72) 46, 403 445.1% 613. 63) 93 

Gary, Ind 6, 541. 92 2, 424. 20) 16, 746. , dal, 1% 78.54) 7. 

Boston, Mass.‘ ‘ = }, 124. 91 5, ! 00} 13,148 , 436 | 17. 

Sacramento, Calif... _- na 3, 052. 62 , 990.80) 3,710 351 

Fresno, Calif oa 25, 327. 12 , 420.50) 5,931 974 

Saginaw, Mich . ale 20, 106. 00} 409.00} 3, 467 170 

Des Moines, Iowa. .-.-.-.--- 276. 40) , 224. : 210. 5, 842 

Alton, Ill , 006. 2, 3, 209 2, 749. 5 

Vallejo, Calif 3, 649. 52 x, , 149 396. 

Youngstown, Ohio___- 3, 332 2,158.20) 4,174 

Danville, 11.5 ‘ , 267. 50}. , 267 

Bellingham, Wash_-_-_-_-- | , 797. 17} 3, 153.33!) 2, 643 

Detroit, Mich 7 : 264, 804. 91, 334. 55, 442 % 248. 01{117, 

New York, N. Y oun , 582. 3, 536.30) 3,748 : 

Pittsburgh, Pa...---- | 97, 846. 9: 27, 572. 35, 550. 5 

Aurora, I1l.* Slee 198. 3 | 198 

San Mateo, Calif........_- , 344, 4, 527.32) 2,292 

St. Paul, Minn-_-. 38, 348. 22, 592 9, 048 

Eureka, Calif can 351. 92. 558 

Peoria, Tl hae nnkes | , 462. , O87. , 995 

Stockton, Calif P 552. ! 9,919.14} 2,495 

Minneapolis, Minn. - - 427. 52, 692. 27, 666 

San Bernardino, Calif , 118, 840. 56 273 

Louisville, Ky.?__-.- , 490 }, 404. 82) 12, 148. 

Terre Haute, Ind_- Secctats atal 149. 7,690.40} 3,299 

Atlanta, Ga.® } 293, 113. 91, 673.31) 43, 657.72! 57,7 

San Diego, Calif. -- ‘ , 753. 42) 3, 779. 86 973. 56 

Jersey City, N. J_...- a 749. 40} , 940. 00) 61, 30/128, 5 

Phoenix, Ariz debi : , 981. , 465. 66 04 

Windsor, Canada °__ . . 493 aes 1, 493. 70 

Duluth, Minn EA 34, 565, 3, 630.30) 9,430.20 6, 505. 20 

Santa Barbara, Calif. _.__.-_- 2, 034. 170, 40 37. 90 26. 60 





Total.............---...!8, 948, 800. 25/2, 354, ! 742. 58 915, 539.13 13, 577. 66 901, 





1 Local 27, Syracuse, cancelled October 1952. 

2 Local 42, Tacoma, entered plan beginning Feb. 1, 1954. 

3 These figures shown but not included in totals. 

4 Local 66, Boston, includes locals 64 and 77 in Boston, 185 in Providence, and 246 in Sal 

5 Local 126, Danville, entered plan beginning December 1, 1953 

6 Local 142, Aurora, entered plan beginning Jan. 1, 1954 

7 Local 191, Louisville, includes local 248, Cincinnati, and local 248, Quality Laundry, Davton. 

8 Local 218, Atlanta, includes locals 218 at Chattanooga, 109 at Gadsden, Ala.; 109, Alabama Over 
Service, at Birmingham, Ala.; 109, office workers, at Pirmingham, Ala.; 44 at Atlanta, Ga.; 218, of 
workers, at Atlanta, Ga.; 218, Texas Overall] Service, at Atlanta, Ga.; 218, Carolina Overall! Se 


é rvice, 


Charlotte, N.C.; 222, at Miami, Fla.; 300, at Baltimore, Md.; 320, at New Orleans, La.; 402, at New Orle 
La.; 218, Tropical Overall, at Atlanta, Ga.; 44, at Shreveport, La.; and 44, office, at Shreveport, La. 
§ Local 338, Windsor, entered plan effective Dec. 1, 1953. 
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Senator Dove.as. So, Mr. Plant, you did not merely content your- 
self with taking the record of amounts sent by the social security 
department to Mr. Saperstein and comparing that with the amounts 
forwarded by Mr. Saperstein to the insurance company, but you made 
a detailed ans alysis, union by union ¢ 

Mr. Pian. I will go further than that, Senator. We made a de- 

tailed analysis, check by check. 

Senator Doveias. Check by check ? 

Mr. Piant. This is just my summary. I have a spread sheet to 
back up each one of those locals. 

Mr. Saas: Did vou find, Mr. Plant, that the discrepancies occurred 
in the usual case with the larger locals? 

Mr. Pianr. That's right. I might point out here that I made a 
rough compilation which is of possible interest. It isn’t in very pre- 
sentable form, but the method I described as No. 1 and which covered 
the differences in effective dates actually was anda for $371,- 
057.50 of the total discrepancy. 

Senator Dovuctas. That is, receipt by Mr. Saperstein of premiums 
for months for which he made no transmission to the insurance 
company ¢ 

Mr. Priant. That’s correct, Senator. 

Senator Doveias. Did you have a further breakdown on method 
No. 2? 

Mr. Pian. No, sir, I didn’t make that. 

Senator Dovucias. Or further report on how much the understate- 
ment of number of persons covered amounted to? 

Mr. Pianr. No, sir, we did not, sir. 

Senator Dovenas. I want to congratulate you, Mr. Plant, on the 
very thorough work that you did. 

Mr. Pranr. Congratulations are due mostly to Mr. Miller, I would 
say. Thank you, sir. 

Senator Dove ras. That modesty would figure. That is double 
virtue. 

Mr. Pianr. I was previously discussing the matter of these loans. 
I have described to the committee what we found relative to the loan 
to local No. 52. I had mentioned there had been a loan, according to 
the audit report, to the New Linen Supply Corp. at San Diego, Calif. 

In the report of March 31, 1953, the audit report, it was stated that 
the Lien Title Insurance Co. of San Diego certified they had on deposit 
the sum of $35,000 in escrow account for the credit of the Social 


Security Department on their loan to the New Linen Supply Corp. of 


San Diego. 
The staff took up with Mr. Charles Goldstein the matter of this 
loan to the New Linen Supply Corp. Mr. Goldstein reported that the 
New Linen Supply Corp. had been organized about 3 or 4 years ago. 
This interview took place in the latter part of 1954, in October. 
Since the New Linen Supply Corp. was backed by money loaned to 
it by the Auxiliary Corp., he was asked concerning the Auxiliary 
Corp. and he stated that this was a body formed by various Laundry 
Workers International Union locals, many of which were stockholders 
in the corporation. It was formed by the locals to aid employers by 
making loans to them in connection with their business. 
Goldstein stated that he was the guiding hand in the formation 
of this corporation. 


| 
| 
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He identified as the original incorporators one Phil Minick, who later 
was the head of the New Linen Supply Corp.. a Mr. Eh Levinson, 
whom we have not identified, Mr. Charles Goldstein, who, of course, 
was being interviewed. He was the secretary-treasurer of the Aux 
iliary Corp. 

Mr. Sam Byers—and he was president of the Auxiliary Corp. 
Mr. Lawrence Palacios, who has been previously identified as an 
international officer of the Laundry Workers International Union 
and Mr. Einor Maum of the International Brotherhood of ‘Team 
sters in Washington, D. C. 

Mr. Goldstein stated that the Auxiliary Corp. was a California 
corporation and is still in existence. The bylaws, he stated, provide 
that no individual can invest in stock but that only the Laundry 
Workers International Union locals can own stock. 

Senator Ives. Before you go any further, Mr. Plant, would you 
kindly identify Mr. Mauma little bit further. Whois he? 

Mr. Puanr. The only thing I knew about him, Senator Ives, is 
what Mr. Goldstein stated, which is just what I quoted to you then. 
He is an official of the International Brotherhood of ‘Teamsters and 
has an office here in Washington, D.C. That is the limit of my know}- 
edge of Mr. Maum. 

Senator Ives. You don’t know whether he is vice president or not ¢ 

Mr. Piant. I do not, sir. Perhaps some other member of the staff 
does. I have no personal knowledge of his official position. 

Senator Ives. Thank you. 

Mr. Pian. Mr. Goldstein went on to state that Minick had former] 
worked in another linen supply company in Los Angeles and that he 
wanted to open another similar company in San Diego. Together 
with money hand him by the Auxiliary Corp., and the money raised 
by himself, he activated the New Linen Supply Corp. 

Subsequently, he was in need of cash and approached Mr. Goldstein, 
who suggested that he, Goldstein, would refer the matter to the So 
cial Security Department. 

Mr. Goldstein then went on and said he did that; and as a result 
Mr. Dooley visited the New Linen Supply Corp. to inspect the prop- 
erty and the corporation. 

Later the social security department loaned Minick $32,000 and 
took a first mortgage on the building. Mr. Goldstein said that Sears, 
Roebuck wanted to buy the property for $90,000, and both Mr. Dooley 
and he felt the investment was a good one. 

At the present time, according to Mr. Goldstein—at the time of the 
interview, in October 1954—the loan had been reduced to $25,000. 

Mr. Goldstein said he felt this was a justifiable investment, in view 
of the worth of the property, plus the ability of Minick to pay it 
back. 

I might point out that the minutes of the board of trustees of the 
meeting F theld on February 16, 17, and 18 at Miami, Fla., in 1953, re- 
flect that the matter of this loan was taken up through the medium 
of Mr. Dooley introducing a letter he had received from the New 
Linen Supply Corp. dated January 20, 1953. The letter starts off: 

I wish to make an application for a loan from the social security depart- 
iment of the Laundry Workers International Union. 

The writer, Phil Minick, then goes on to describe the property on 
which he wants to get the loan. 
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Dooley and Goldstein said that they had investigated the property 
and received an appraiser's report thereon. They read the apprais- 
er’s report into the minutes. Dooley and Goldstein stated they ex- 
amined the property; that it was a very well constructed building; 
occupied a very desirable corner; had spur-track facilities at the 
westerly all had a large vacant parking area at the eastern end 
thereof; and stated that the appraisal showed a fair value of $129,510. 

Dooley stated that the trustees were disposed to the granting of 
the loan as requested; that of course it would be secured by first deed 
and trust lien on the property; and that to insure such a lien, the 
transaction would be handled through a recognized trust company 
in San Diego, and a title secured by the said company to the social 
security department insuring that any trustees’ lien that might be 
taken by the social security department would be a first lien on the 
property of the borrower. 

Trustees then proceeded to discuss the subject in making the re- 
quested loan. It was their consensus that such a loan should be made 
at an interest rate of not less than 5 percent per annum, and for a 
term not to exceed 3 years 

They goonandthena resolution is passed : 

Be it resolved, That the social security department make a loan in the amount 
of $35,000 to the New Linen Supply Corp., a corporation at San Diego, Calif., 
at an interest rate of not less than 5 percent per annum, principal and interest 
payable in instalments of not less than $300 per month, the term of the loan 
to be 3 years, with entire balance, principal and interest, falling due on May 
1, 1956. 

Senator Doveras. What was the nature of the business conducted 
by the linen supply company ? 

Mr. Pian. They were in the laundry business. 

Senator Dovaias. Were they actually doing laundry work them- 
selves ? 

Mr. Piant. I have np personal knowledge of that, Senator, and I 
couldn’t answer the question. It is my underst: anding from the mem- 
orandum that the New Linen Supply Corp. were “engaged in the 
laundry business. 

Senator AtxLorr. But that no one but union officials or members 
of the welfare fund could hold stock in it or own any part of the 
business ? 

Mr. Piantr. Could hold stock in the Auxiliary Corp., which is the 
corporation I described at length. 

Senator Dovetas. Did you have a chance to go into the records of 
the Auxiliary Corp.? 

Mr. Puant. No, sir; I did not. 

Senator Doveras. So you don’t know whether the stock was held 
in the individual names of these men or was held by the organizations 
which they represented. 

Mr. Piantr. No, sir; Ido not. We did not go into the books. 

Senator Arrorr. Mr. Plant, I am sorry, I don’t get the relationship 
of the Auxiliary Corp. to the New Linen’ Supply Corp. 

Mr. Pranr. According to Mr. Goldstein, Senator, Mr. Goldstein 
advised the staff members that the New Linen Supply Corp. was 
originally organized about 3 or 4 years prior to the time of this inter- 
view, backed ‘by money from the Auxiliary Corp. The staff members 
then asked him to describe the Auxiliary Corp.; what was it? The 
information which I read to you pertained to that corporation. 
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Senator Atiorr. Then what this whole picture was in effect was 
apparently a linen supply competitor in this field being organized 
and financed by union money. 

Mr. Puant. That’s right; but in all fairness I must point out that 
Mr. Goldstein stated that the Auxiliary Corp. was formed by locals 
to aid the employers. So there is perhaps more than just this one 
particular company involved here. What you stated is correct in 
this instance, but it may not be the only instance. 

Senator Atiorr. Let’s follow that a little bit further. I am not 
satisfied with that. What you mean is that the Auxiliary Corp. was 
formed for the purpose of lending perhaps to employers generally in 
this field. 

Mr. Piantr. That would be my understanding of the results of the 
interview, sir. 

Senator Atiorr. And the Auxiliary Corp., being owned and con- 
trolled only by union people, would in effect exert a monopolistic force 
upon the employers they wished to help, and leave those unhelped to 
accomplish other help financially, wouldn’t it ¢ 

Mr. Piant. That is your conclusion, Senator. 

Senator Atuorr. That could be the effect of it. 

Mr. Puan. Yes, sir; it could be. 

Senator Atxorr. In fact, it is the only logical effect you could draw 
from it. Would you tell me another one? 

Mr. Puiant. No, sir; I can’t. But my point is, Senator, as an in- 
vestigator, I don’t want to draw conclusions. That is within your 
province, not mine. 

There was brought before the committee yesterday by Mr. Wilson, 
of the Greater Chicago Hotel Association, who spoke concerning the 
welfare plan of local 46 in Chicago—we tried to look into that welfare 
fund and made a request of Mr. James, but he refused to give us any 
access to the books and records concerning the fund. 

But from the records of the bank—first off, through Mr. Wilson 
we were able to determine that the agreement between local 46 welfare 
plan, the trustees of which were Mr. Sam J. Byers and Mr. Eugene 
C. James, that the agreement was that any dividends which this local 
plan might get from the carrier, which in this instance was also Se- 
curity Mutual Life Insurance Co., would go to the trustees of the 
social security department at Indianapolis. 

The agreement was to the further effect that any surplus would go 
to the trustees of the social security department in Indianapolis. 

We found that the Security Mutual actually paid two dividends in 
that case. The first was on July 9, 1952, in the amount of $7,077.82. 
The second dividend was paid July 22, 1953, and was for the amount 
of $9,447.84. 

We were able to locate the first check; namely, that of July 9, 1952, 
for a little over $7,000 in the bank account of the welfare fund at the 
Central National Bank in Chicago. The second check was not re- 
flected on any of the ledger sheets of that account. 

At the end of December 1952, as I have stated, the social security 
department for reasons unknown to the staff, took over the operation 
of this plan in Indianapolis. At that time this bank account in 
Chicago of the welfare ohn: I won’t say at that time. It was finally 
closed out on March 13, 1953, I presume in accordance with the agree- 
ment that any surplus should go to the trustees, the board of trustees. 
62033—55—pt. 2——9 
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Mr. Leece. At that point, Mr. Plant, who was authorized to write 
against that account ? 

Mr. Puant. The authorized signatures were either one of Sam J. 
Byers or Eugene C. James. On March 13, 1953, there was a balance 
which was withdrawn from the account of $17,089.10. We discussed 
these dividend checks and the balance of $17,000 with Miss Horner. 
in the social security department in Indianapolis. 

She said that, to her knowledge, neither of the dividend checks nor 
the balance came into the social secur ity department; and Mr. Miller 
and myself were unable to find any trace of that money coming in. 

Senator Atxvorr. Are you through with that part ? 

Mr. PuLant. Yes. 

Senator AtLorr. Mr. Chairman / 

Senator Dove.as. Go right ahead. 

Senator Atxvorr. Yesterday afternoon, at the request of Mr. James, 
I propounded a question here; and at the conclusion of yesterday’s 
testimony he again asked me to propound another question, which 
I am going to propound. 

Did you ever ask Mr. James what became of that $17,089.10 / 

Mr. Puan. Ask Mr. James what became of it? 

Senator ALLorr. Yes. 

Mr. Puan. Yes, sir. We asked him. 

Senator AtLorr. Will you give me his reply, please ? 

Mr. Puant. He said he was under investigation by the Internal 
Revenue Department and he would answer no questions relative to 
that income. 

Senator Atiorr,. There was also some mention about approximately 
$85,000, was it, that he had received in payments from the welfare 
fund out of the 5 percent, the welfare deputies ? 

Mr. Priant. The $85,000, Senator, pertains to the money which was 
paid to Eugene C. James as acting secretary-treasurer of the Laundry 
Workers International Union. The money that was paid to him as 
a welfare deputy, if my recollection serves me right, is around $77,000. 

Senator ALLorr. But you asked him what became of the $77,000? 

Mr. Puantr. Yes. Mr. Miller and I asked Mr. James concerning 
that in Chicago. He told us that he paid various individuals in local 
46 who worked on the welfare plan, and whatever was left he kept 
himself. 

Senator Atiorr. That was you and Mr. Miller? 

Mr. Pant. That is correct. 

Senator Atiorr. Mr. Miller can testify to that also. 

Mr. Puiant. Yes, sir. 

Senator Atzorr. Do you have more information ? 

Mr. Piant. Yes. Later on when we got into the $85,000—right 
after we asked him about the $77,000 where he said he paid it to 
various individuals in local 46 and kept the rest, we asked him about 
the $85,000. 

But first of all, I might point out here, since you have asked this 
for Mr. James, Senator, that when we first asked him about this 
local 46 welfare plan, he denied he ever knew anything about it. 
Later on we went to Indianapolis and talked to Miss Horner 

She told us about the plan and then we approached Mr. James 
about it again. Then he said, “That happened so long ago I forgot 
about it.” When we asked him about the $85,000, when we asked him 
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in Chicago, he said that when we got to Indianapolis he would tell 
us about it because the money came to him personally. 

He was responsible for it. But when we got to Indianapolis, he 
said he had discussed it with his lawyers. He was under investiga- 
tion by the Internal Revenue Department, and he refused to answer 
any questions on the grounds that it might tend to incriminate him. 

Senator AtLorr. So the statements Mr. James was making openly 
in this room at the conclusion of yesterday's testimony and which 
he made to me were statements that he refused to answer you, at least 
in part, when you discussed it with him. In other words, you have 
yet received no satisfactory explanation, in spite of the fact that you 
talked with him on more than one occasion. 

Mr. Piant. That is right. 

Senator ALLorr. You have not received any explanation of these 
items from him ? 

Mr. Puant. That is right. The only explanation we got was, “Yes, 
I got the welfare money. I paid these fellows who were doing the 
work, and I kept the rest.” 

Senator Auiorr. Did he tell you how many people he divided up 
this $77,000 fund with, how much he paid them and how much he kept 
for himself? Or did he refuse to answer that! 

Mr. PLAnt. We didn’t go into that, Senator, at that time. He just 
stated that he paid—he may have even mentioned the names of a few 
of the individuals. My recollection isn’t up to date on that. I 
wouldn’t say. But, generally speaking, he told us that he paid these 
individuals and kept the rest himself—which I might point out, 
Senator, is in accordance with the agreement under which he was 
appointed. 

Senator Attorr. Did he mention, do you recollect, the name of 
Gerald Connolly of the teamsters union in Minneapolis? 

Mr. PLANT. Did he mention Gerald Connolly to me? 

Senator Atnorr. Yes; as one of the people to whom he paid money. 

Mr. PLANT. He never mentioned Gerald Connolly to me. 

Senator AtLorr. Or did he mention a man by the name of Brennan ? 

Mr. PLAnt. No, sir; he did not. 

Senator AtLorr. Thank you very much. 

Mr. Puant. I can state that positively, because I know Gerald 
Connolly. I know of whom you speak; and I know Sidney Brennan ; 
and I would have remembered their names. 

Senator Atiorr. You would have remembered those if he had 
mentioned those two? 

Mr. PLant. Yes, sir. 

Senator Doveuas. May I say there is a procedural form that has 
been brought up here. I notice that Mr. James asked Senator Allott 
to ask a question of you. This is in conformity with the rules we 
have adopted, which I think is a very proper one—rule No. 12: 

Any person who is the subject of investigation in public hearings may cross- 
examine other witnesses called by the subcommittee by submitting questions in 
writing to the chairman. With the consent of a majority of the subcommittee 
then present, these questions will be put to the witness by any member or by 
the counsel of the subcommittee. 

In other words, we are trying to provide for the right of limited 
eross-examination through the “medium of the committee itself. I 
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think this indicates our desire to preserve as far as possible the 
judicial rights they have. 

Senator Atiorr. That is correct, sir. I don’t think it is necessary, 
of course, to make a statement that I don’t know Mr. James, and I 
don’t know why he asked me to propound these two questions. But 
at least in behalf of justice, I am going to do so. 

Senator Doveias. Have you finished, Mr. Plant? 

Mr. Lerce. I have one question. 

Senator Dovatas. I would like to ask one question, then. Virtually 
all your testimony, Mr. Plant, has been in connection with the laundry 
workers’ case. 

Mr. Puant. That is correct, sir. 

Senator Doveias. Mr. Russell testified this morning that Mr. 
Saperstein apparently first came in contact with them in transferring 
the distillers’ fund, which is a considerably larger fund than the 
laundry workers. May I ask why you did not investigate the distillery 
workers’ fund? Would the chief counsel answer that? 

Mr. Lerce. Yes. 

Senator Dovetas. Mr. Leece, in order to conform with the stand- 
ards, you will have to be sworn. Will you raise your right hand? 
Do you soiemnly swear that the testimony which you are about to 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God? 
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Mr. Leece. I do. At the time we began our investigation into the 
establishment and operation of the laundry workers’ welfare fund, 
we also had information concerning the distillery workers’ case. At 
that time, however, the district attorney, Frank Hogan, of New York 
County had been making some preliminary explorations into the 
activities of some of the people identified with that program; and 
we felt it proper not to begin any investigative activity which might 
conflict with anything Mr. Hogan’s office was doing at that time. 

Senator Dovetas. Do you have any knowledge as to what has 
happened thus far in the case of the distillery workers, Mr. Leece? 

Mr. Lerce. I have no firsthand knowledge. I have read reports in 
the New York Times that Mr. Sol Cilento, the former secretary- 
treasurer of the Distillery Workers International Union, was recently 
indicted 

Senator Dovatas. In this case? 

Mr. Lerce. In the investigation by Mr. Hogan of the distillery 
workers’ case Mr. Cilento, Mr. George Scalise, and an individual 
identified as “Little Augie” Pisano, who, I am advised by Mr. Hogan, 
has a considerable criminal record in the New York area. 

Senator Doveias. May I ask if this is the famous “Little Augie” ? 

Mr. Leece. Mr. Plant, I think, is probably better able to comment 
on that than I am. 

Mr. Piant. That is the same man, Senator. I have here a copy 
of the New York Times’ article of February 16, 1955, which reflects 
that George Scalise, Anthony Corifano (alias “Little Augie” Pisano) 
and Sol Cilento were named in a 16-count indictment that charged 
they had received the illegal payments from Louis B. Saperstein. 
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The article identifies Mr. Sol Cilento, 63, of 50 Riverside Drive, 
former secretary-treasurer of the Distillery Rectifying and Wine 
Workers International Union of America, A. F: of L., and also on leave 
as a trustee of the union’s social-security fund. 

The article goes on to discuss the case. I might point out that the 
article states that Mr. Saperstein “who is now appealing a 5-year term 
for contempt of court, was introduced to the defendants by Joseph 
(Doc Rosen) Stacher, a convicted gambler and an associate of Abner 
‘Longie’ Zwillman, New Jersey racketeer.” 

In our inquiry in Newark relative to Mr. Saperstein, we talked to a 
Mr. Milton Gelman, who is a nephew of Mr. Saperstein and who was 
previously in business with Mr. Saperstein. 

Mr. Gelman told us that he had become financially involved in the 
Harlew Agency, Inc., at Mr. Saperstein’s invitation in 1951. He said 
that Joseph Stacher had been in the company and was bought out by 

Saperstein and Mr. Gelman, and they paid Stacher $240, 000. 

Mr. Gelman said that Stacher was paid with cash assets amounting to 
$125,000, and notes for $115,000. For the information of the commit- 
tee, with reference to Joseph (Doc Rosen) Stacher, who was a former 
partner of Mr. Saperstein, and who according to this article was the in- 
dividual who introduced Mr. Saperstein to Scalise, Corifano and 
Cilento—— 

Mr. Leecr. Pardon me, Mr. Plant, if I may at this point: Did Mr. 
Gelman indicate what Mr. Stacher’s initial investment in the Harlew 
Agency at Newark had been? 

Mr. Puant. He didn’t indicate that to us, Mr. Leece; no, sir. He 
wasn’t in a position to know. But I might introduce into the record, 
with the permission of the chairman, a copy of the State of California 
final report of the Special Crime Study Commission on Organized 
Crime, dated May 11, 1953, at Sacramento, Calif., which on page 26 
describes Joseph Stacher, alias Morris Rose, Morris Rosen, Joseph 
Rosen, Joe J. Stein, Doc Rosen, Doce Harris, Doe Weiner, George Kent, 
Harold Goldman, and J. P. Harris; born in Poland in 1902; his known 
associates include “Longie” Zwillman, Bugsy Siegel (deceased), Frank 
Portnoy, Bill Graham, Mose Sedway (de« eased ), Gus Greenbaum, 
Sanford Adler, and Frank Costello. 

He has FBI No. 504798, and an arrest record which dates back to 
1924, Asaclose associate of “Longie” ale mc eg and one of the powers 
behind the third ward mob of Newark, N. J., he made huge profits 
during prohibition from illicit alcohol distilling and later from hi- 
jacking operations and liquor and narcotic smuggling. 

He admits owning a share in gambling operations in Saratoga 
Springs, Nei: Newark; and other New Jersey cities. The Stanley 
Commission files note that at one time it was necessary for an outsider 
to obtain Stacher’s permission before he could operate any gambling 
concession in Saratoga Springs. 

Recently he has been making efforts to establish himself in nearby 
Las Vegas, Nev. Early in 1950 he arrived in Reno and bought a one- 
third interest in the Bank Club in the Golden Hotel, The Nevada 

Tax Commission, after looking over his New Je srsey background, re- 
fused to give him a gambling license to operate in that State. 

More recently he is reported to be financially interested in the Sands 


Hotel and its gambling establishment in Las Vegas along with Max 
Cufferman. 
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The report of the committee continues with reference to Stacher. 

Senator Doveias. We are not trying the distillery workers’ case 
here, but the facts are produced in order to indicate why the staff and 
the committee did not investigate the distillery workers’ case; and 
also to indicate that this last man referred to is interested in the 
Harlew Insurance Agency, which held the laundry workers’- 

Mr. Pirant. Which was Mr. Saperstein’s corporation, and Mr. 
Saperstein was the insurance broker. 

Senator Doveras. That is right. So the linkage is with the laun- 
dry workers in this case. 

Mr. Pianr. That is correct, sir. 

Senator Doveias. Mr. Van Riper. 

Mr. Van River. Mr. Chairman, thank you very much. Mr. Chair- 
man, in compliance—— 

Senator Dovcias. You are the attorney for Mr. Saperstein / 

Mr. Van River. Yes; and if I may interrupt at this time— 

Senator Dove as. Yes? 

Mr. Van River. Thank you very much. Mr. Chairman, you just 
read rule No. 12, I think. May I commend the committee for its 
fairness in following that rule. In accordance with it, may I sub- 
mit to the Chair a question which I have just written out in longhand. 
I apologize for not having written it otherwise, but it just came to 
my attention a moment ago. 

Senator Doveras. The committee is very glad to accede to this re- 
quest of Mr. Van Riper, the attorney for Mr. Saperstein. 

Mr. Van River. Thank you. 

Senator Dove.as (reading) : 





On behalf of Louis B. Saperstein, whom I represent, will you please ask the 
witness first if he examined the books of the international union in Chicago to 
see if the nine-hundred-thousand-dollars-odd referred to in his testimony of this 
morning was received by the international from Saperstein; and, two, if he did, 
what did the books show in this regard? 

Mr. Pranr. I would just like, No. 1, to ask Mr. Van Riper for a 
clarification. Is he referring to the international union in Indian- 
apolis when he says that? Or is it Chicago? 

Mr. Van Riper. If I may answer, sir? 

Senator Dovetas. Yes. 

Mr. Van Riper. I think I said in my question Chicago, because I 
thought that is where it was. But I am referring to the international 
union, wherever it may be, sir. 

Senator Doveras. The headquarters are in Indianapolis. 

Mr. Van Riper. I am not personally able to make that distinction. 

Senator Dovetas. The headquarters are in Indianapolis. 

Mr. Priant. In answer to the question, then, Senator, we have not 
examined the books of the international union. We have requested 
by subpena of Mr. Eugene C. James and by subpena of Mr. Sam J. 
Byers that they bring before this subcommittee that part of the in- 
ternational union’s records which will reflect their disposition of this 
sum of money. 

Senator Doveras. In other words, you tried but were denied the 
opportunity to examine the books? 

Mr. Piant. That’s right. 

Senator Atxorr. Is the answer to those questions completed ? 
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Senator DouGLas. Since the answer to the first question is that they 
couldn't see the books, ] think this clisposes of the second question as 


| to what the books show. 
1 Mr. Van Riper. Quite so, sir. 
; 4 Senator Auuorr. I think, Mr. Chairman, it might be wise for the 


record to show at this time that the question of Mr. Saperstein through 
his attorney was submitted despite the fact that Mr. Saperstein last 
week evaded the subpena of this committee. 

Mr. Van Riper. Mr. Chairman, I think I would probably be com- 
pletely out of order if I attempted to answer the Senator at this time. 
If I were permitted to, L aoa very respectfully like to take excep- 
tion to the word ‘evaded.” I think Mr. Saperstein had a perfectly 
sound excuse for not being here last week. 

Mr. Saperstein is ill. I called Mr. Leece on the telephone Thurs- 
day morning, I think it was the morning of the day he was to appear— 
maybe it was Friday morning—and told him he was ill. I gave him 
the name of the physician in Newark who was attending him. 


t Mr. Saperstein, I am told by him, stayed in bed that day under his 
: doctor’s orders and the following day. He is here; was here yes- 
= terday—not in response to a subpena, ‘but in response to a te le ‘phone 
) call from Mr. Leece. He has a doctor’s certificate with him. 
. : He also has with him the airline reservations which he had made 
on Wednesday or Thursday of last week preparatory to coming down 
: last Friday. Of course it is entirely within the province of the com- 
mittee to inquire into that as they want to, but I think they will find 
that it was not a deliberate evasion, sir. 
Senator Doveias. Mr. Van Riper, would you state the nature of 
Mr. Saperstein’s illness last week ? 
e Mr. Van River. I would if Iknew. Idon’t know. But I will get 
e the doctor’s certificate for you, which I think is here, sir. 
1, Senator Atuorr. To make the record clear, as far as I am con- 
cerned, Mr. Van Riper, it was an evasion of the subpena. I will stand 
' upon my own opinion as to that matter. At least he did not appear 
" here and no satisfactory showing was made to this committee and no 
satisfactory showing has been made to this committe yet as to why 
he didn’t appear last week. 
Senator Doveias. The Chair will state that, despite our making 
I every effort in this matter, we have been placed under a great dis- 
1 advantage by the simultaneous illness of a large number of people 
we have been trying to get to testify. The committee as such has 
not yet made a ruling as to these witnesses as to whether or not the 
.. men in question are actually in contempt. 
Mr. Van River. Mr. Chairman, I am sure the committee is fair 
" and I am sure the committee wants to be fair, and I want to be very 
d respectful and I don’t want to continue an argument with the Senator 
yl. from Colorado; but I think the Senator says that no satisfactory 
‘i explanation has been given yet. 
3 May I respectfully say, sirs, we haven’t had any opportunity to give 
any explanation. I did all I thought could be done when at 8 o'clock 
e in the ening or earlier I received word from Mr. Saperstein that 
he was not able to get out of bed when I telephoned Mr. Leece im- 
mediately. 


don’t know what else I could have done under those cireum- 
stances. I had been in touch with him the night before and told him 








348 WELFARE AND PENSION PLANS INVESTIGATION 


that Mr. Saperstein had told me that afternoon he was ill and was 
going to bed. 

Senator Ives. Have you got his doctor’s certificate ? 

Mr. Van. River. I understood from Mr. Saperstein coming down 
yesterday morning on the plane that he had it with him. Do you 
hate those plane tickets? 

Here is apparently a plane reservation for that date which had been 
issued by the Eastern Airlines for what time? I haven’t looked at it, 
sir. For Friday morning, for that date. 

Senator AtLorr. Mr. Van Riper, anyone can make a reservation, 

Mr. Van Riper. Senator, all I can do is tell you the facts as I have 
them. Beyond that, I can’t affect your conclusion, sir. 

Senator Ives. I take it he can’t find that certificate ¢ 

Mr. Van Riper. Yes, sir. I am advised of the fact that he can’t, 
Senator. 

Senator Ives. I am talking about Mr. Saperstein. Isn’t he hunting 
back there? 

Mr. Van River. All I can say about it is, it apparently is not avail- 
able. I can take it upon myself to call the doctor, whom I have never 
talked to, in this regard and ask him to inform the committee by letter. 

Senator Ives. Before you leave this point, what does Mr. Saperstein 
allege his illness was? We might get that into the record so we can get 
some idea of the nature of his infirmity. You say he was ill and you 
‘annot find a certificate saving what the reason was. 

Senator Atiorr. I would like to raise this question, then, Mr. Chair- 
man. If Mr. Saperstein is going to testify as to his illness, I would like 
to have him do it under oath. 

Senator Ives. I want the attorney to state what the illness was. 

Mr. Van Riper. I can only tell you what Mr. Saperstein tells me, 
Senator; he says it was a virus. 

Senator Ives. There are a lot of those. Which one was it? 

Mr. Van Riper. I beg your pardon ? 

Senator Ives. How was it affecting him ¢ 

Mr. Van River. Senator, I am glad to get you the information, but 
I only have to go back to Mr. Saperstein and ask each one of these ques- 
tions. I will be very glad to have him testify on it, sir. I will be glad 
to go back and get the information if you want me to. 

Senator Ives. We will get this when he gets before us. 

Mr. Van River. All right, sir. 

Senator Doveras. Mr. Plant, have you completed your testimony ? 

Mr. Leece? 

Mr. Lerece. With specific reference to the question directed to the 
committee by Mr. Van Riper, I think the record shows that subpenas 
were issued calling for the production of the necessary records to estab- 
lish the disposition of this $900,000. The record also shows that the 
report of the annual convention of the laundry workers does not reflect 
the receipt of the money. 

Before leaving it, Mr. Plant, I think the record should be perfectly 
clear on the subject of the disposition of the $900,000. As has been 
stated, we have not been able to obtain access to the books of the union. 
Will you state for the record, please, what your information was as to 
the disposition of the checks made by Mr. Saperstein? To whom were 
the checks made out and to whom were they directed ? 
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Mr, Puant. According to what we were informed by Mrs. Monte 
fusco, the checks were made payable to the Laundry Workers Inter- 
national Union and were sent to Mr. Eugene C. James in ( ‘hicago, Ill. 

Mr. Lerece. But the headquarters of ‘the international union is in 
Indianapolis ¢ 

Mr. Puiant. That is correct, Mr. Leece. 

Senator Dovenas. No further questions, unless the attorneys for 
some of the gentlemen concerned wish to ask questions to be put to 
Mr. Plant through the committee. 

Mr. Van Riper, do you have any further questions which you would 
like to have the committee put to Mr. Plant 

Mr. Van Riper. No; thank you very much, Mr. Chairman. 

Senator Dovcias. Mr. Levin? You are representing Mr. Byers? 
Do you have any questions which you would like to put to Mr. Plant ? 

Mr. Levin. No, sir, I am not representing Mr. Byers at this time, 
Senator, but I am here myself in response to a subpena that was served 
upon me yesterday afternoon. 

Senator Dovetas. You are not representing Mr. 

Mr. Levin. Not at this time; no, sir. 

Senator Doveras. Is any one representing Mr. Byers here / 

Senator Ives. Does Mr. Hinman have any questions he would like 
to have put ¢ 

Mr. Hinman. No, thank you, Senator. 

Senator Doveras. Mr. James, do you have an attorney present ? 

Mr. James. No; I do not. 

Senator Dovenas. I want to accord you the right of asking ques- 
tions of the witness, if you so desire. 

Mr. James. I have nothing. 

Senator Dovetas. Thank you very much. 

Senator Ives. I would like to observe, Mr. Chairman, that this is 
something new and I think it is a very wholesome procedure. I have 
never seen a committee operate just like this before. 

Senator Dovetas. I have believed in it ever since I have been in 
the Senate. I am happy I have the chance to put it into practice. 

If there are no further questions, thank you, Mr. Plant. May I 
commend you on behalf of the committee. 

Senator Ives. That goes for me too, Mr. Plant. 
sponsible for you as anybody. 

Senator Dovauas. I think your testimony has been very accurate 
and you have not overstated the case. I have tried to observe the 
necessary qualifications. I think the United States of America owes 
you a real debt of gratitude. 

Senator Attorr. For the sake of the record, may I express my 
gratitude to you, too, sir. 

Senator Dovcuas. Mr. Russell, will you come forward. 

I think that probably it would be well if you were to bring Mr. 
Best, Mr. Manwaring and of course your attorney, Mr. Hinman, 
will come with you, sir, 

I am going to ask you to be collectively sworn in. Will you each 
one arise, raise your right hand—Mr. Manwaring is not sworn in: 
perhaps Mr. Russell and Mr. Best can sit down. The new witness 
is Mr. Manwaring. 
Mr. Manwarina. 































Byers / 


I am as much re- 







Senator, I was sworn in this morning. 
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Senator Doveias. There is a provision in the Constitution against 
being placed in double jeopardy. Let the record show that Mr. 
George Hinman 





FURTHER TESTIMONY OF FREDERICK RUSSELL, ROBERT BEST, AND H, ALBERT 
MANWARING 


Mr. Russetit. May I make a statement, Senator, to correct the 
record of this morning ? 

Senator Douaias. Yes, indeed. 

Mr. Russety. You asked to have one of your staff committee mem- 
bers compute the commission on a standard decremental scale. I just 
wanted to say that this laundry workers’ case was six different plans. 
I didn’t want to have the inference there that that computation was 
the laundry workers computation. You asked for a million dollars 
or $2 million. I am sorry I can’t break the premium down for you. 
I don’t have the records here. It is 6 different policies, you under- 
stand, and they start 25, 20, 15, 10, 5 and so on. So it would be a 
greater amount. 

Senator Doveias. That will be entered on the record. 

Mr. Russet. May I make one other statement, Senator. This 
morning in discussing the decremental scale you "used the words 

“standard decremental scale.” I know no reason why you used that, 
except I wanted to say, if I might, that there is no standard scale 
in existence because there can’t be under the law. The companies 
can’t get together and agree on what a standard scale or commission is. 

Senator Dove.as. It is just by accident that these three companies 
agreed on an identical scale? 

Mr. Russeti. That is right. There is a bill introduced now in 
the New York Legislature, trying to provide for one, but that is the 
first instance, to my knowledge. 

Senator Doveras. The Chair may remark that it is extraordinary 
that these three companies, operating by separate cerebral processes, 
should arrive at identical percentages and money groups. 

Mr. Russeti. Of course, any company can go to Albany and find 
out what the filings are of all companies. That is public property. 
It is only natural that some companies do do that. 

Senator Dougias. Mr. Leece, will you conduct the cross-examina- 
tion of Mr. Russell. 

Mr. Lerce. Mr. Russell, will you acquaint the committee generally 
with your first contact insurancewise as it related to the w elfare fund 
of the Laundry Workers International Union ? 

Mr. Russet... My first contact, and I had to refresh my recollection 
from the file—my first contact was in a committee meeting which 
was held sometime on or prior to February 6, 1950, in which the 
matter of the taking of the laundry workers case had been brought 
to a committee. At that time I presume—because I don’t recall it— 
that we discussed it and, based as reported in the memorandum of 
which you have a copy, we declined to aecept the case at that time. 

Mr. Lerce. The memorandum you are referring to, I assume, is 
the memorandum of February 6, 1950? 2 

Mr. Russew. Yes, sir; signed by Mr. Best. 


1 See exhibit 6, p. 296. 
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Mr. Leecr. Signed by Mr. R. M. Best ¢ 

Mr. Russewyi. Yes, sir. 

Mr. Leece. On the subject of the International Laundry Workers 
Union ? 

Mr. Russeuu. Yes, sir. 

Mr. Lerce. Mr. Best is here. 

Mr. Best. Yes, sir. 

Mr. Leece. You have the original of this memorandum ? 

Mr. Russeun. Yes, sir. 

Mr. Leece. I am reading from the first paragraph of Mr. Best's 
memorandum. 

Mr. Saperstein phoned about this case. He informed me that there are 
80,000 members of the international who will eventually be included in the 
insurance program; that there are 3,000 members of the union in California, 
and that the plan has been negotiated for them. This plan would supplement 
the California plan for the accident and health insurance and would also 
eliminate 12 days’ hospital confinement due to the hospital confinement plan 
included in the TDB out there. 

For this coverage, he has $2.80 per month to spend. He would expect his 


= 


usual group commission on this, and in addition a 5 percent service fee for the 
union, 

Mr. Best, would you comment, please, on what you meant by Mr. 

Saperstein’s request or expectation that he would get his usual group 
commission on this case and, in addition, a 5 percent service fee ¢ 
What was that arrangement ? 

Mr. Best. We had contracts with Mr. Saperstein at that time in 
existence, covering other cases, which provided a level commission of 
10 percent. 

Senator Dove.as. Those were the distilleries contracts plus one or 
two locals in the laundry ? 

Mr. Best. No, sir; we had no laundry business prior to this date. 

Senator Doucias. So those were the distillery workers’ contracts? 

Mr. Besr. Yes, sir. 

Mr. Lerce. Further on in the same memorandum, Mr. Best, you say : 

The case was taken by Mr. Wickes and myself to the underwriting committee 
which was then in session in Mr. Russell’s office. It was discussed thoroughly 
by the full committee and unanimously agreed that because of the geographical 
location, the difficulties that could possibly be encountered with the California 
department, and the nature of the average employee in this industry, and our lack 
of experienced manpower to handle a case like this, we would decline to write 
this business. 

Mr. Wickes phoned Mr. Saperstein of this decision, and Saperstein informed 
Mr. Wickes that he would then attempt to place the coverage with the Washing- 
ton National. 

Does that memorandum reflect accurately what happened on Feb- 
ruary 6, 1950, or thereabouts, concerning the laundry workers welfare 
fund and the approach made by Mr. Saperstein at that time? 

Mr. Brsr. To my knowledge; yes, sir. I would like to point out one 
thing here, that I was oper ating more or less on loan to th ie group de- 
partment at that time. I was transferred out of the group department 
of the Security Mutual 8 days following this memorandum, had no 
contact with the case, and naturally I have no reason particularly to 
remember any of these events in that early period, and I have not been 
associated with the Sec urity Mutual for over two and a half years. 

So we are straining my memory a little bit here. 
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Mr. Leece. Do you recall at this time whether or nut Mr. Saperstein 
asked for his usual 10 percent commission plus a 5 percent service fee ? 

Mr. Best. I would assume that he did, because it is in this memo- 
randum of February 6. 

Mr. Lerce. Would you say the same about his statement that if 
Security Mutual declined to accept the business, he intended to place 
it with Washington National ? 

Mr. Best. That is in the memorandum; yes, sir. 

Senator Doveias. Mr. Best, what company are you with now? 

Mr. Best. I am with the Businessmens Assurance Co. Its home 
office is in Kansas City, Mo. 

Senator Dove as. You have your office in Columbus, Ohio? 

Mr. Best. Yes, sir. 

Senator Dovaas. Who is the head of your insurance company ? 
Who is the president ? 

Mr. Best. Mr. J. C. Higden. 

Mr. Lerce. As of February 6, the decision of Security Mutual 
not to write this business ? 

Mr. Russe.u. Yes, sir. 

Mr. Lercr. The decision was changed several days later, as I under- 
stand it? 

Mr. Russet. Yes, sir. 

Mr. Lerce. Mr. Manwaring, at that time you took a trip to San 
Francisco or the west coast, as I understand it ? 

Mr. Manwartinc. That is right. 

Mr. Lerce. What was the purpose of that trip, sir? 


Mr. Manwarinc. As this memorandum shows, this plan was orig- 
inally to cover 3,000 members in the State of California. At that 
time Security Mutual was not licensed to write accident and health in- 
surance in the State of California. In order for us to be licensed to 
do so, we had to file with the California department what they con- 
sidered a training program. We had at that time no elaborate train- 
ing ‘sits for agents. 


Therefore, if this case were to be considered a California case, even 
though the board of trustees was in Indianapolis, I did not feel that 
the company could write the business, 

Therefore, I went to California, discussed with the gentlemen in the 
California insurance department the whole situation, and they advised 
me that as the policy itself was to be delivered to the trustees in the 
State of Indiana, they did not consider that it would be California 
business, requiring our admission to California for accident and health. 

Mr. Lerece. Did you meet with officials of the laundry workers union 
in California? 

Mr. Manwartine. I did not. 

Mr. Leecr. Shortly after your return from California, the decision 
of the Security Mutual Co. was to accept this business? 

Mr. Manwaring. I very much doubt that. I don’t think that I 
went to California until after the decision was made to take it, subject 
to my trip. 

Mr. Lerce. May I ask this then: At what date was a decision made 
by Security Mutual to underwrite this business ? 

Mr. Manwarinc. On February 9, they decided that they would take 
the case, provided my trip to California had satisfactory results. In 
other words, that we could legally write the case. 
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Mr. Lerce. So you decided at that time to write it ! 

Mr. Manwartna. That is right. 

Mr. Leece. Did you at that time submit a bid of any kind, or was a 
competitive bid solicited by the trustees of the social security depart 
ment or any representatives or agents of the department ¢ 

Mr. ManwarinG. Not tomy knowledge. 

Mr. Lerce. Has Security Mutual ever rendered a bid or a compre- 
hensive plan of any kind in connection with the underwriting of this 
business ¢ 

Mr. Manwaring. No. 

Senator Doveias. Do I understand that you never submitted a bid 
for this business ¢ 

Mr. ManwarinG. That is correct. 

Senator Doveias. And that the approach was made by Mr, Saper 
stein to you, rather than by you to Mr. Saperstein / 

Mr. Manwarine. That is true. 

Mr. Lerecr. Mr. Russell, there was testimony earlier today concern- 
ing Mr. Saperstein’s control of this case. May I ask you now, sir, 
what your experience was at this phase of the proceeding, what your 

relationship was with Mr, Saperstein ? 

Mr. Russeii. Mine personally, or the company ’s? Me personally ? 

Mr. Lerce. Yes. 

Mr. Russet. I knew the gentleman. That is about all. 

Mr. Lerece. Did you negotiate with him in any way on this case? 

Mr. Russexy. No, sir. 

Mr. Leece. Who handled it on behalf of Security Mutual ? 

Mr. Russeii. Mr. Wickes. 

Senator Dove.ias. Did any others handle it ? 

Mr. Russet... Mr. Wickes, our vice president, to whom I had given 
the responsibility of operating the group department. He had some 
young men working with him, such as Mr. Best did for a while, but no 
one with any authority. 

Senator Dovetas. Mr. Manwaring worked with him? 

Mr. Russe._y. You will have to answer that yourself. I don’t know. 

Mr. Manwaring. I worked with him only as counsel of the company, 
the same as I have worked with every other officer of the company. 

Senator Doveras. When Mr. Saperstein made these proposals to 
you, were you in the conference room ? 

Mr. Manwarina. I don’t recall that I was. 

Senator Doveras. Did you have any dealings with him when he 


approached you in connection with transferring or with giving you 
the business ? 


Mr. Manwarine. No. 

Senator Dovetas. Did you not talk with him? 

Mr. Manwarrne. I did not. 

Senator Dovatas. All conversations were held through Mr. Wickes? 

Mr. Manwarine. Yes. As farasI know. I must qualify it to that 
extent. I had no conversations with him. I understand that no one 
except Mr. Wickes did. 

Senator Doveias, And Mr. Best? 

Mr. Manwarine. And Mr. Best. 

Mr. Leecer. You testified earlier today, Mr. Russell, that Mr. Saper- 
stein controlled this case? 

Mr. Russexu. Yes, sir. 
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Mr. Lerece. What gave you that impression ¢ 

Mr. Russexu. I would assume it was information that was given to 
me. 

Mr. Leece. By whom, sir? 

Mr. Russeii. Probably in this meeting that was held in my office 
the day we talked about the case when we first turned it down. 

Mr. Lerce. Was Mr. Wickes present at that time / 

Mr. Russexy. Oh, yes. 

Mr. Lerece. You have no present recollection, though, that it was 
Mr. Wickes who told you? 

Mr. Russetu. No, I would not. I would assume it, but I don’t have 
that knowledge. 

Mr. Leecr. In the subpena directed to you, Mr. Russell, you were 
asked to bring with you a copy of the contract, together with addenda, 
entered into between Security Mutual and Saperstein. Do you have 
those contracts ? 

Mr. Russe. Yes, sir; | have two copies. 

Mr. Manwartine. Mr. Leece, may I interpose as to these two docu- 
ments. ‘Those are photostatic copies of the company’s original con- 
tract with Mr. Saperstein, due to the fact that the original copies of 
those two contracts are now in the possession of the district attorney 
of the county of New York. 

Senator Douenas. Mr. Manwaring, did you ever make a statement 
to Mr. MacIntyre of the committee’s staff that the Security Mutual 
got the laundry workers case because Louis B. Saperstein came to 
IH. B. Wickes “with _ ase in his pocket” 

Mr. Manwarine. I did not. 

Senator Doucias. Mr. MacIntyre, will you come forward, please. 
T hold in my hand a copy of a memorandum which you have submitted 
for the files on December 21, 1954, the second paragraph of which 
I will read to you. 


HISTORY OF THE LAUNDRY WORKERS CASE 


(a) According to Mr. Manwaring, Security Mutual got the laundry workers 
case because Louis B. Saperstein came to H. B. Wickes “with the case in his 
pocket.” 

Manwaring emphasized that the decision to take the laundry workers case was 
a company decision approved by Mr. Russell, Mr. Manwaring, and Mr. Van 
Patten. 

I will give you a copy of this memorandum and ask you if that is the 
memorandum which you prepared ¢ 

Mr. MacInryre. Sir, I should say I wrote a great many, but ob- 
viously that is one I wrote. 

Senator Dovucias. Do you have any memory of this second 
paragraph ? 

Mr. MacIntyre. No, sir; I don’t directly. 

Senator Douexas. This is only 2 months back. 

Mr. MacInryre. I understand, sir. 

Senator Doveras. It is not more than 3 months back. 

Mr. MacIntyre. That is correct. 

Senator Ives. May I raise a point there, Mr. Chairman. I noticed 
those quotes, and frequently in using that kind of an expression, you 
use that term without quotes. Ihave used it myself. But that doesn’t 
mean the person to whom he was referring 
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Senator Doverias. I was simply trying to—— 

Senator Ives. I think you are just quibbling over an expression 
there. 

Senator Doveias. The point is that this morning Mr. Plant used 
the phrase “case in his pocket,” and used that in quotations. I was 
trying to identify where it came from, where this statement came from. 
It developed that Mr. Russell had not said it and it developed that Mr. 
Best had not said it, and the memorandum which we had at our dis- 
sal did not indicate where this phrase came from, although we did 
ean a memorandum from Mr. MacIntyre, of December 22, in which 
Mr. Russell was quoted as saying he was positive that Saperstein con- 
trolled the laundry workers case. 

But we didn’t have this phrase “in his pocket” before. 

So I asked for evidence to indicate where this had come from. 

Senator Ives. Mr. MacIntyre, may I ask you a question in that 
connection. Do you yourself ever use that term / 

Mr. MacIntyre. To the best of my recollection, Senator, you are 
asking about something which I suspect was around Th: inksgiving. 
When I use something in quotes, I had it written down on a piece of 
scratch paper and I was attributing that to you as a direct quote, Mr. 
Manwaring, when I put quotes in. This was a direct quote. It is 
very difficult, as you know, Mr. Manwaring, we talked for a long 
time. You cover a lot of material, and you could no more—only a 
stenographic 

Senator Doveias. Did you keep a record of your interviews in a 
permanent book ? 

Mr. MacIntyre. No, sir. I think we usually wrote them up on 
some yellow scratch paper- 

Senator Ives. I still raise a question. I can’t see the importance 
of this. 

Senator Doueias. The Senator from New York can raise the ques- 
tion, but the chairman regards it as a proper question. Unless the 
Senator from New York wishes to object— 

Senator Ives. I have no objection whatever, but I don’t see the 
point. 

Senator Dovcias: The Chair is not trying to allocate the im- 
portance of the question. If it wishes to ask any, he will entertain a 
motion from any member of the committee as to whether it is an 
improper question. Any member can move that it is an improper 
question and that it be not asked. 

Senator Ives. I don’t raise that point, Senator, whether it is proper 
or improper. I raise the question as to its importance. 

Senator Dovetas. Mr. Manwaring, did you ever tell Mr. Mac- 
Intyre that the final decision to take the Laundry Workers case was 
au company decision approved by Mr. Russell, yourself and Mr. Van 
Patten ? 

Mr. Manwartne. I don’t recall telling him that, but I do know 
that Mr. MacIntyre kept notes of our conversation. 

Senator Doverias. Was it a company decision ? 

Mr. MAnwarinea. It was a company decision. 

Senator Doveias. And approved by Mr. Russell, by yourself and 
Mr. Van Patten? 
Mr. Manwarrine. Mr. Van Patten was a vice president at that time. 
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Senator Doueias. Thank you very much. Mr. MacIntyre— 

Mr. MacInryre. Could I say one thing, Senator ? 

Senator Douetas. Certainly. 

Mr. MacInryre. I talked with Mr. Manwaring and Mr. Russell on, 
I think, 3 or perhaps 4 occasions. I don’t recall any longer. 1 would 
say that I would consider them helpful and cooperative witnesses. 
Under no circumstances would I attempt to impute something to Mr. 
Manwarning which he had not said. To the best of my knowledge 
and recollection, this was a direct quote from Mr. Manwarning, but 
at this point and after all these months, I would be dishonest if I 
were to say Mr. Manwaring said this, because I don’t recall. 

Senator Atiorr. Mr. Chairman, may I ask some questions now? 

Senator Dovuexas. Certainly. 

Senator Attorr. The essential meat of what we are getting at is this, 
that Mr. Saperstein came there controlling this business. Whether 
the phrase “had it in his pocket” or whether he says, “I am the boss of 
this thing” or “I own this” or no matter what he said, the essential 
meat is that he controlled the business ? 

Mr. MacIntyre. Yes, sir. 

Senator Atuorr. Now I will ask you, Mr. Manwaring, was that 
your impression of the situation as you got it when you took the 
yusiness ¢ 

Mr. Manwarine. Yes. 

Senator Atnorr. And that was your impression of what Mr. 
Manwaring had said to you? 

Mr. McIntyre. At this point, definitely, yes. 

Senator Autiorr. That Saperstein controlled the business, and 
had the sole say about it, no matter what words were used to describe 
it? 

_Mr. Mactlnryre. That is my distinct impression and recollection, 
sir. 

Senator Ives. And was authorized to place it where he wanted to? 

Mr. MacIntyre. Certainly that was a conclusion I drew from a 
discussion with the other carriers there. 

Senator ALLorr. Mr. Manwaring, do you have any idea, why did 
Saperstein seek out Security Mutual to do business with? 

Mr. Manwarinc. In July of 1949 another agent of the company 
in New York had reason to believe that he had the possibility of 
getting a group policy on the International Jewelry Workers Union. 
He asked the company to help him present to the officials of that union 
a plan and premium rate, which we did. 

At that meeting Mr. Saperstein, as I am told—I was not present— 
was also there presenting the case for another company. I do not 
recall what that company was. 

The outcome of that was that the case was awarded to Security 
Mutual with joint agents, Mr. Saperstein and our regular agent, 
Mr. Eitelberg. That was our first contact with Mr. Saperstein. 

Senator Dove.as. That is the Jewelry Workers? 

Mr. Manwarine. That is the Jewelry Workers. 

Senator Doveias. That preceded the Distillery Workers? 

Mr. Manwarine. That is right. 

Senator Doveras. What were the commissions which Mr. Saper- 
stein received on the Jewelry Workers case ? 
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Mr. Manwaring. On the Jewelry Workers case, as | stated, it 
was a joint commission, two agents, each agent received a 24 percent 
commission, and a 214 percent service fee. 

Senator Dougias. Making a total of 10 percent. So the 2 agents 
together received 10 percent ! 

Mr. Manwarinea. That is correct. 

Senator Doveias. Mr. Saperstein received 5 percent ¢ 

Mr. Manwarrne. Right. 

Senator Doverias. What were the totals of the commissions paid 
to him under the Jewelry Workers’ contract ¢ 

Mr. Manwaring. I can’t give you that, Senator. 

Senator Doveias. Do you have the information, Mr. Russell? 

Mr. Russetu. No, 1 am sorry, I don’t. 

Mr. Manwakine. It was comparatively small. The case never 
developed into anything. 

Senator Dovenias. Who was the other agent / 

Mr. Manwarine. Mr. William C. Eitelberg. 

Senator Dovetas. This began your relationships with Mr. Sap- 
erstein. Then they continued with the Distillery Workers, then they 
led into the Laundry Workers. 

Mr. Manwarine. That is right. 

Senator Dovenas. In each case you paid 10 percent commissions ? 

Mr. Manwarina. That is right. 

Mr. Best. Senator, may | correct one thing? Mr. Saperstein, I 
believe, had an old broker’s contract for life insurance with the com- 
pany, but the jewelry case was the first business we had taken. 

Senator Dovetas. On the group basis / 

Mr. Best. Yes, sir. 

Senator Dove.ias. But previously he had been a life-insurance 
agent ¢ 

Mr. Best. Back sometime before that. I don’t know how long it 
had existed. 

Mr. Leece. Mr. Manwaring, you have recently forwarded up 2 
documents, 1 an agency contract between Security Mutual and Saper- 
stein calling for commissions of 10 percent on the premium in the 
Laundry Workers case. That is a contract dated May 31, 1950, signed 
by Louis B. Saperstein, agent, and Robert Cohen, secretary, agency 
department, together with a supplement to that contract as of the same 
date, March 31, under the terms of which Security Mutual agreed to 
pay Mr. Saperstein a service fee of 0.526316 percent of the premium. 

Are you ready to certify that these are true copies of the original 
contract ? 

Mr. Manwarine. Unless I misunderstood you, Mr. Leece, you desig- 
nated the contract as dated May 31. It is March 31. 

Mr. Lerce. I am sorry; March 31, 1950. 

Mr. Manwarine. Yes, I do. 

Mr. Lerce. Did those contracts represent the complete agreement on 
this welfare fund between Security Mutual on the one hand and Mr. 
Saperstein on the other? 

Mr. Manwarrine. They did. 

Mr. Lerce. Did you have any agreement with the social security 
department concerning the payment of fees of any kind to the social 
security department in connection with this case ? 

Mr. Man tsaane. Yes. 
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Mr. Lerce. Will you explain generally what that arrangement was / 

Mr. Manwarine. Perhaps if I go back into the history a little bit it 
would be helpful. Insurance companies are required by law to file with 
the New York Insurance Department a scale of their premium rates. 
Security Mutual had such a scale of rates on file with the New York 
Insurance Department. 

Under that scale of rates, the premium on the first policy we issued, 
which is the one that covered local 26 in California, our filed rate 
would throw up a premium of $2.80. We agreed with the trustees 
that we would reduce that premium by 5 percent, making the actual 
premium charged $2.66, which is the premium that appears in the 
policy itself. 

Sometime later the board of trustees asked us to put that arrange- 
ment in writing. So by a letter dated August 18, Mr. Wickes ex- 
plained about that 5 percent, making it applicable onlv to the Calli- 
fornia case. 

The letter dated August 18 was a draft of a letter which itself was 
never signed. Qur file shows that that letter was sent by Mr. Wickes 
to Mr. Saperstein for his approval. Later when that approval came 
in the letter dated August 25, which is exactly the same phraseology 
as the 18th, was drawn and sent. The letter dated August 18 never 
went to the board of trustees. That was merely a draft. 

Mr. Leece. I have the letter dated August 25, 1950, directed to the 
board of trustees, Laundry Workers International Union, 115 North 
Pennsylvania Street, Indianapolis, Ind., signed by Mr. Wickes, which 
I believe is the letter you referred to. 

Can you identify this as the true copy of the letter that you were 
speaking of? 

Mr. Manwarina. I do, yes. 


. 


Mr. Leecre. With your permission, Mr. Chairman, I would like to 
submit that letter for the record. 


Senator Dove.as. All right, that may be inserted in the record. 
(The letter referred to was marked “Exhibit 11.”) 


ExHIsBItT 11 


Securtry MUTUAL Lire INSURANCE COMPANY, 
Binghamton, N. Y., August 25, 1950. 
Policy GH-1031, International Laundry Workers, California. 
Boarp or TRUSTEES, LAUNDRY WORKERS’ INTERNATIONAL UNION, 
Indianapolis, Ind. 

GENTLEMEN: Due to the fact that this company is situated a great distance 
from the members insured under the above policy, and due to the fact that it 
does not have a sufficient nuinber of fieldmen to make the necessary personal 
contacts with the members, that the trustees will be required to keep accurate 
records and make detailed reports from which the premiums due can be com- 
puted, and that the company cannot actively participate in the administration 
of the insurance plan provided under the above policy, the insurance company 
hereby delegates such administrative and fieldwork to the board of trustees. In 
order to reimburse the trustees for this expense in performing the details so 
delegated, the company hereby agrees to take a 5 percent reduction in the 
premium, otherwise payable so that the monthly premium per employee shall be 


$2.66 per month, instead of the $2.80 per month originally agreed upon. 
Sincerely yours, 


H. B. WickKEs, Vice President. 


Mr. Lrercr. I am referring now, Mr. Russell, to your item No. 22, 
which is a memorandum dated November 21, 1950, signed by Mr. 
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Manwaring, subject: Illinois Laundry Workers Group case. 1 won’t 
read the whole memorandum, but it is a discussion Mr. Manwaring 
had with Mr. Epstein. 

The last paragraph reads : 


I also discussed with him— 
Mr. Epstein— 


the request that we pay $10 per week toward the salary of the business agent. 
I advised him that the 5 per cent reduction in premium was supposed to take 
care of the cost of the administration in this case and we could not see our 
way clear to granting this concession. Mr. Epstein agreed this was perfectly 
all right. 

If I understand that memorandum correctly, at that same time you 
were paying the social security department 5 percent of the premium 
for administrative costs being assumed by the social security depart- 
ment. A further request for $10 per week for all business agents had 
also been made. 

Mr. Manwarina. Apparently so. I do not personally at this time 
recall it, but I assume it was. Otherwise I would not have written 
this memorandum. 

Mr. Leece. Mr. Chairman, I want that put in the record. 

Senator Dovueias. That will be done. 

(The memorandum referred to was marked “Exhibit 12.”) 


ExHIsBItT 12 


SECURITY MutuauL Lire INSURANCE Co., 
Binghamton, N. Y., November 21, 1950. 
Memorandum 


Interoffice correspondence 


Subject: Illinois Laundry Workers’ group case. 

I discussed the matter of eligibility under the above group case with Mr. 
Epstein over the telephone this morning. I advised him that we could not accept 
the eligibility requirement which Mr. Johnson had obtained in Chicago, and 
that we were not willing to cover laundry workers who worked either in the 
month of August or September of this year, who were not employed on Octo- 
ber 1, 1950, the date of the plan’s inception, simply by their maintaining or being 
reinstated in the union. Mr. Epstein agreed that the eligibility requirements 
would be as stated in his letter to me of November 10. 

I also discussed with him the request that we pay $10 per week towards the 
salary of the business agent. I advised him that the 5 percent reduction in 
premium was supposed to take care of the cost of administration in this case and 
we could not see our way clear in granting this concession. Mr. Epstein agreed 
that this was perfectly all right. 

H. A. MANWARING, Counsel. 

Mr. Leece. Mr. Russell, do you have with you at the moment the 
total premiums paid to Sec varity Mutual on this case from April 1, 
1950, to September 30, 1953? 

Mr. Russeun. Yes, sir. I have it in their items. The policy in 
the name of the trustees of the social sec urity department, eet 
Workers, the total premium paid from April 1, 1950, to October 
1953, $2,356,172.14. 

In addition—excuse me just a moment until I find this. The trus- 
tees of Local 46 Welfare Fund, Hotel Division of the Laundry 
Workers International Union, for the period from April 1, 1951, 
i. January 1, 1954, when that case was terminated, total premium, 


78,528.63 ; and the policy covering the employees in the State of 
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Georgia who contributed pursuant to trust indenture with the Laundry 
Workers International Union, Local 218, and collective bargaining 
with that local, from the period October 1, 1951 to October 1, 1953, 
$8,537.43. 

Senator Dovucias. Making a total of how much? 

Mr. Russeuy. $2,443,238.20, 

Senator Dové.as. I would now like to ask Mr. Plant whether this 
agrees With the summary which he gave this morning ¢ 

Mr. Prant. Yes, it agrees, Mr. Chairman. But I would like to 
point out that the Security Mutual when we asked them for this in- 
form: ation as to the premium received gave us the figure of $2,364, - 
709.57. But I would point out to you that Mr. Russell did not include 
the hotel (livision. 

Mr. Russevi. That is right. 

Mr. PLant. There was no difference in the money that was trans- 
mitted. 

Mr. Russevt. You are right. 

Mr. Leece. Do you have a figure, Mr. Russell, as to the total com- 
missions and fees paid to Mr. Saperstein on that case ? 

Mr. Russeti. On this case’ I can give it to you. IT assume Mr. 
Plant’s figures will be in error again because they prebably didn’t 
give him this one figure. 

Mr. Puanr. What is that / 

Mr. Russen.. The total commissions paid to Saperstein. If they 
missed the 46 Hotel Division on the premium, they may have missed 
it on the commission, too. 

Mr. Puanr. The figures I quoted on the commissions were taken 
from the reports which you submitted to the subcommittee and Cali- 
fornia Life submitted. 

Senator Dovaias. Mr. MacIntyre, if it would be more comfortable 
for you in the back j:rt of the room where the seat of the chairs is a 
little bit thicker, you may sit there. 

Mr. MacInryre. Thank you, Senator, 

Mr. Russet. I have a total of $ 244,323.75 Commissions. 

Mr. Leecr. Commissions and service fees / 

Mr. Russeti. No. That iscommissions. Mr. Manwaring just tells 
me there is a service-fee item on here. 

Senator Doveias. Would you repeat the total of commissions to 
Mr. Saperstein / 

Mr. Russein. $244,323.75 

Senator DouG.as. That inte: does it not, Mr. Plant, with the 
figures which you have seen / 

Mr. Pianr. I will have to get mine and check it. 

Senator Dovceias. We want to make certain that the figures given 
are accurate. 

Mr. Russet. I want to give them accurately too, if I can. My 
figure shows $12,688.53, the service fees. I wonder if they didn't 
make the same mistake, Mr. Plant ? 

Mr. Prianr. We just have a total figure for both companies of 
$353,530.47. 

Mr. Lrece. Mr. Russell, I would like to direct your attention to your 
item 13, which is a letter dated September 10, 1951. 

Mr. Russeu. Yes, sir. 





WELFARE AND PENSION PLANS INVESTIGATION 361 


Mr. Lerce. It is addressed to Mr. E. C. James, acting secretary- 
treasurer of the Laundry Workers International Union, room S44, 
115 North Pennsylvania Street, Indianapolis. Ind. It is signed by 
Mr. H. B. Wickes, vice president, and it reads: 

As stated in your letter of July 19 and followed by your letter of July 27 last 
it is noted that the expenses of the international union on behalf of our company 
during the year ending March 31, 1951, were in excess of $44,000. We have 
given this matter careful consideration and are agreeable to reimbursing the 
international for expenses already incurred as per your statement in an amount 
of $2,500 monthly commencing January 1, 1951. 

In agreeing to reimburse the international for the above amount, we shall 
naturally reserve the right to require further statements from the international 
from time to time verifying the expenses. In accordance with the above agree- 
ment we are enclosing our check for $20,000 covering the period from January 1, 
1951, to August 31, 1951, inclusive. Subsequent checks will be sent to you at 
the end of each month. 

As I understand your testimony to this point, your agreement with 
Mr. Saperstein was to pay him 10 percent of the premium. 

Senator Dovenas. 10.526316. 

Mr. Leece. Pardon me, Mr. Chairman, about 10.5 percent commis- 
sions and service fees. You also ges to pay the social security de- 
partment 5 percent of premiums for services rendered by the social 
security department in the administration of this program. 

Mr. Russeu. It was actually a reduction in ie en 

Mr. Leece. And in September of 1951, Mr. Wickes as vice president 
of Security Mutual had agreed to pay the international union $2,500 
a month for expenses incurred by the union in the administration of 
the program. My question, sir, is: What services that the interna- 


tional would be penere for this $2,500 a month which would not 


be rendered by the social security department in the 5 percent dis- 
counted premium which had already been agreed to, or that Mr. 
Saperstein would not be performing for the service fee arrangement 
that he had entered into with you? 

Mr. Russewu. All I can tell you is what was told me. 

Mr. Leece. Who told you, Mr. Russell ? 

Mr. Russett. Mr. Wickes. Mr. Wickes brought the letter of July 
17, 1951, or the contents of it—I don’t remember ever seeing the letter, 
but I must have 

Mr. Leece. I think it might be well at this point to qualify Mr. 
Wickes. He is coming into this colloquy constantly. Who was Mr. 
Wickes? 

Mr. Russeti. Mr. H. B. Wickes was the vice president of our com- 
pany. He was next in line of authority to me. 

Mr. Leece. Did he handle all policy decisions and matters in con- 
nection with this case? 

Mr. Russetu. Yes; not only with this case but with practically 
everything in the group department. 

Mr. Lerece. He would report to you, though, before making the 
decision, would he? 

Mr. Russevtt. No. Many, many times I never knew a thing about 
most of this. 

Mr. Lerece. Had you authorized him 

Mr. Russexy. I gave him authority to operate the department under 
his supervision. Of course, with the understanding that everything 
was according to Hoyle. ; 
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Senator Dovetas. Did you give him authority to write this letter, 
Mr. Russell # 

Mr. Russetv. I understand—it is written on here that I approved 
the payment, but I cannot recall it and I certainly cannot recall that 
we were making it retroactive. 

Senator Doveias. There is a notation 

Mr. Russet. Yes, I have that here. It is in his handwriting. 

Senator Doverias. There is a notation which reads as follows: 
“Check authorized following consultation with FDR Convention, 
95-51.” The initials are apparently “HBW.” I take it “FDR” does 
not refer to Franklin Delano Roosevelt. 

Mr. Russetit. No. Fortunately, or unfortunately, it refers to me. 

Senator Dove.as. So this cannot be blamed on Franklin Delano 
Roosevelt. 


Mr. Russeww. No. 

Senator Doueias. I am glad to find something that can’t. Mr. 
Wickes made this notation that you had approved this payment ? 

Mr. Russe. Yes. 

Senator Dove.as. It also bears the inscription, “Okay, Gordon Mc.” 

Mr. Russetu. McKinney. He was a. vice president. 

Senator Doue.as. That is apparently not a notation by Mr. Wickes, 
but a signature by Mr. McKinnéy. 

Mr. Russetu. That is his writing. 

Senator Dovcias. Who is Mr. McKinney ? 

Mr. Russe... He was another vice president of the company. 

Senator Dova.as. Is he with the company now? 

Mr. Russeww. No. 

Senator Dova.as. So this letter bears Mr. Wickes’ notation that you 
had approved it and an okay directly by Mr. McKinney. Can you 
remember approving it? 

Mr. Russeww. I beg your pardon? 

Senator Dovetas. Can you remember approving it? 

Mr. Russe. I can remember that there was a conversation had 
with me at the time of the convention referred to about an item for 
expenses and that in line with the needs, it was something that we 
ought to do. I would assume that I said, “Well, all right, Mr. Wickes, 
if you feel that that is something that ought to be done, go ahead and 
do it and I will stand back of you.” 

Senator Dovaeias. Mr. Russell, my memory is not the best in the 
world. We can look it up. But it is my impression that you testified 
in executive session that you had not known of this $2,500. 

Mr. Russetu. I had not known of the $20,000 part of it. If I said 
the $2,500, I am in error. I was in error the other day. I did not 
know that they paid $20,000 retroactively. 

Senator Dove.as. That is the last paragraph of this letter. 

In accordance with the above agreement 


Mr. Russeuww. I did not know that they paid it retroactively. I 
thought it was going from the time forward that the conversation was 
had with me. 

Senator Dovetas. So your statement now is that you did not approve 
the retroactive nature of this. 

Mr. Russewu. I don’t recall that at all. 
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Senator Doveias. And that any such entry by Mr Wickes was 
contrary to the conversation which you had with him. 

Mr. Russeiy. I would say that. 1 would say that. 

Senator Dovetas. Is it usual to pay these amounts in addition to 
a 10.5 commission, in addition to a 5-percent discounted premium / 

Mr. Russet. No. We only had two cases where we did it. 

Senator Dovcias. What ? 

Mr. Russe... There were only two cases where we ever did it. 

Senator Dovetas. What were those cases? 

Mr. Russe. The distillers and this. 

Senator Doveras. You did it in the distillery workers case, too 

Mr. Russet. We did it there first. 

Senator Doveitas. How much were the payments in the distillery 
workers case? 

Mr. Russew1. $2,500 a month; the same amount. 

Senator Doveras. How long did that continue in the case of the 
distillery workers? 

Mr. Manwarine. If I may answer that question, from April 1, 
1950 to October 1, 1953. 

Senator Doveras. Or for a period of 314 years, or approximately 42 
months. 

Mr. Manwarine. That is correct. 

Senator Doveas. So from the distillery workers you paid $105,000 
to Mr. Saperstein in addition to the commissions which you men- 
tioned this morning. 

Mr. Manwarina. Not to Mr. Saperstein. These were paid directly 
to the union. 

Senator Dove.as. To the distillery workers’ union ? 

Mr. Manwarine. Yes. 

Senator Doverias. And you paid $85,000 in this case ? 

Mr. Manwartne. Directly to the laundry workers union. 

Senator Doveras. Gentlemen, is it not true that these payments 
necessarily diminished the amount of protection which could be given 
to the workmen covered under the plan? 

Mr. Russeti. How do you mean, Senator ? 

Senator Dovenas. Either (a) reduce the amount of payments; or 
() reduce the amount of the dividends. Is that not true? 

Mr. Russeti. The amount of dividends wouldn’t reduce. There is 
no reduction in benefits. Actually, we increased the benefits. 

Senator Doveras. If it had not been for such payments you could 
have paid larger benefits or larger dividends. Is that not true? 

Mr. Russevy. Yes. 

Senator Doveras. Isn’t this most unusual ? 

Mr. Russetx. Hindsight being better than foresight, I would say 
yes, indeed. 

Senator Doveras. Would you do it again ? 

Mr. Russet. No, sir. May I tell you that we give the history 
that we are not doing it. We discontinued both of them October 1 
1953. We have not done anything like it since. 

Senator Dovenas. I am delighted to hear that. 

Mr. Russet. At the same time we have reduced the commissions. 

Senator Dovetas. I am delighted to hear both things. 


s 
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Mr. Russe... Today, as of the end of February, we have 22 cases 
out of 364 on our books on which there is a level commission to any 
group, any union group—just 22 cases left. 

Senator Dovcias. What are the commissions in those cases ? 

Mr. Russet. The maximum is a 6 percent, and they are graded 
down to 1 percent, or a standard decremental scale, 

Senator Dove as. Wait a minute. It is you who are now using the 
phrase “standard decremental scale,” which you reproved me for using 
this morning. 

Mr. Russet. I am sorry. I would back away from it now. 
Decremental scale. 

Senator Dove.as. It is only when a Senator uses it that you object 
to it. 

Mr. Russet. No, Senator, I was not taking exception to-what you 
said. But I didn’t want to create the impression that for the business 
there was a standard because we in tlie business must be awfully afraid 
of standards. 

Senator Dovatas. I see. You only follow it now. 

Mr. Russet. No. 

Senator Doveias. What decremental scale do you follow? Do you 
not follow the scale on page 21 or 22 of the committee’s report ? 

Mr. Russet. I can’t tell you. I don’t have it here, It may not be 
exactly the same. 

Senator Dovexas. In other words, you follow the standard decre- 
mental scale? 

Mr. Russeuz. No. 

Senator Doueias. Or you follow a decremental scale used by a large 
number of companies? 

Mr. Russetn. Maybe that is right, sir. 

Senator Dovaenas. I would say that you had indulged in a bit of 
semantic fencing and had drawn distinctions without differences. 

Mr. Russetu. I would never attempt to do that with you, sir. 

Senator Ives. As I recall, that was because of the Insurance Depart- 
ment of New York. 

Mr. Russett. You mean as to the elimination of the fees and the 
cutting of commissions! Yes, sir. 

Senator Doverias. On the standard decremental scale, is it true that 
the Insurance Department in New York passes upon the scale of com- 
missions which can be paid ¢ 

Mr. Russevu. The insurance department ? 

Senator Dovetas. Yes. 

Mr. Russe.u. They require the commissions to be filed, and if they 
find no objection to it, you can go ahead and use it. 

Senator Douaetas. Have they found no objection to the 10 percent ? 

Mr. Russetu. No, sir. 

Senator Dovaras. They made no objection to the 10 percent / 

Mr. Russenu. Oh, no. 

Senator Doveias. Who was commissioner of insurance in New York 
at the time? 

Mr. Russevi. At that time it was Mr. Dineen. 

Senator Doveras. He found no objection ¢ 

Mr. Russet. Oh, no. 
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Senator Doveras. So he passed the distillers case as satisfactory 
and passed the laundry ales case as satisfactory and didn’t know 
about the 5 percent payment ¢ 

Mr. Russeui. I don’t suppose that he personally knew it. 

Senator Dovexias. No, but I mean the department. 

Mr. Russeuy. The filing was in another department. 

Senator Dovetas. Did you file with the department the payment of 
$2,500 a month in both the distillery workers case and the laundry 
workers case ¢ 

Mr. Manwarinc. No. May I correct Mr. Russell ? 

Mr. Russexu. I am wrong again. 

Mr. Manwartne. In 1949 and 1950 when these cases were issued, 
there was no requirement under the New York law for the filing of 
commission rates. That law was passed, I think, effective in Septem- 
ber 1951. That is my recollection. 

Senator Dove.as. But they were filed then ? 

Mr. Manwarrina. They were filed then. 

Senator Doveias. Who was commissioner of insurance at that 
time? 

Mr. Manwarine. I do not know whether it was Mr. Dineen or 
Mr. Bohlinger. 

Mr. Russet. I believe Mr. Bohlinger at that time. 

Mr. Manwartne. I don’t remember when Mr. Bohlinger came in. 

Senator Doveras. Were all commissions filed before the New York 
department ¢ 

Mr. Manwarina. At that time all group commissions. 

Mr. Russetn. You can’t issue a case other than- 

Senator Dovuaias. Are other commissions filed with the New 
York ’ 

Mr. Russecn. You mean in ordinary business ¢ 

Senator Douauas. Yes. 

Mr. Manwarine. No. But there you have a statutory provision 
which sets the maximum commissions that you can pay on ordinary 
business. 

Senator Dove.as.. But how is the enforcement of that carried out ? 

Mr. Manwarina. Through examination. 

Senator Doveras. Through examination by the Department of In- 
surance of the books of the life insurance company ¢ 

Mr. Manwarinec. That is right. 

Senator Doueias. Have they ever published records of what these 
commissions are ¢ 

Mr. Manwartne. I don’t quite know what you mean by published. 
They make reports which are public records. 

Sentor Doueias. Printed ¢ 

Mr. Russeti. You mean our report of examination, for example? 

Senator Doveras. No, I mean on the life-insurance business. Do 
they publish what the commissions are, ordinary life? 

Mr. Russeii. Yes, in the report of examination they always say 
the agents’ contracts provide for it. 

Senator Dovae.tas. Do they publish reports on what the commissions 
are in the case of group? 

Mr. Russeitx. They did in our recent examination. 

Senator Doveias. Those were made and that is a publie record? 

Mr. Russetu. Oh, yes. 
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Senator Doveias. May I ask the members of the staff if they have 
collected such information from the New York Superintendent of 
Insurance ¢ 

Mr. Lerce. No, we haven't. 

Senator Doue.as. I hereby ask the staff to collect such informa- 
tion. 

Senator Ives. I think it ought to be pointed out that the insurance 
department of the State of New York has been conducting for the 
last couple of years a very thorough investigation of the pension and 
welfare funds in the State of New York, and it is largely due to the 
activity of that department and their findings that legislation is 
being passed at this session of the legislature to correct some of these 
things of which we are talking. It is the first such investigation I 
know of in the country, as a matter of fact. 

Mr. Leece. Has it been passed ? 

Senator Ives. Yes, it has already been passed. 

Senator Doucias. Will you continue, Mr. Leece? 

Mr. Lerece. We were attempting, I think, to develop the position of 
Mr. Wickes in the general handling of this case. Prior to that time 
I had asked the question as to what services were being performed 
by the international union. 

Mr. Russe... I myself can’t give you that answer. I don’t know. 

Mr. Lercer. I think you had indicated you had heard an explana- 
tion of the services to be rendered. I assume you heard it from Mr. 
Wickes. 

Mr. Russewn. Yes. 

Mr. Lerce. Will you acquaint us generally with how Mr. Wickes 
justified these payments? 

Mr. Russet,. Mr. Wickes pointed out to me in conversations that 
because this union started in California where we had no representa- 
tion at all, and then spreading from the State of Washington, I be- 
lieve—I didn’t know how wide it was until I heard Mr. Plant—down 
into Florida and up into Massachusetts, we had no manpower at all 
to service the case. 

It devolved upon these people to do the work that we should do 
if we had the manpower to do it. 

Mr. Lerece. As to the 5 percent discounted premium? 

Mr. Russevi. You are talking about the 5 percent discounted 
premium ¢ 

Mr. Lerce. No, I am asking you what services would be rendered 
for the $2,500 a month that would not be satisfied by the 5 percent 
discounted premium which was being paid to welfare deputies of 
each local as they joined the national plan. 

Mr. Russeti. Can we introduce the letter of July 17, 1951, which 
was sent to the company by Mr. E. C. James, acting secretary-treas- 
urer, when he asked for money? You remember we read that letter. 

Mr. Lerce. I had intended to develop this through another witness, 
Mr. Russell; but since you bring it up, it might be well to try to resolve 
it. 

Mr. Russetx. I will try to help you ifI can, sure. 

Mr. Lexce. May I ask at this time what the total payments were 
that were made to the international union at $2,500 a month? 

Mr. Russetx. I have $82,500. 

Senator Dovetas. Mr. Plant testified this morning it was $85,000. 
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Mr. Russet. There was a $2,500 double payment made, and we 
got that back. 

Senator Doveias. You got it back? 

Mr. Russeti. We got it back by taking it out of the dividend. 

Senator DouG.as. It was not mailed back to you? 

Mr. Russeiy. No, sir, we never had a reply. 

Senator Dovcias. But you decreased the future dividend by the 
amount of the check which had not been returned? 

Mr. Russeiu. They never replied to our request. 

Mr. Lerce. You passed up, Mr. Russell, a ea dated July 17, 1951, 
directed to Security Mutual, signed by E. James, acting secre 
tary-treasurer of the Laundr y Workers ‘Intern: ae al Union. I refer 
you now to your item No. 35. 

Mr. Russeixi. I don’t have that. 

Mr. Lerece. I beg your pardon. That was not subpenaed. I have 
a photostatic copy of a letter dated May 2, 1950, some 14 months prior 
to the letter that Mr. James directed to you, signed by Sol Cilento, 
general secretary-treasurer, Distillery and Rectifyi ing and Wine 
W orkers International Union of America. 

I want to pass the letter that Mr. James directed to your company 
on July 17, 1951 to you and ask you if you will follow me in a reading 
of the letter that Mr. Cilento also directed to your company 14 
months prior to the James letter. If at any time there is a difference 
in the language, would you call my attention to it, please, sir. 

Mr. Russevu. Yes, sir. 

Mr. Leece. I am starting with the language as follows: 

Due to the widespread nature of the union’s activities, stretching as they do 
throughout the United States and Canada, it is necessary that a good deal 
of traveling be performed by the international’s employees and meetings and 
conferences are continuously being held in all parts of the country. In most in 
stances almost the entire time of employees of the international is spent in serv- 
icing and promoting the group insurance plan. 

If we are to continue such servicing and promoting in a manner which we 
feel is impossible for any life insurance company to undertake, we must 
be reimbursed commensurate with our expenses in this connection. Under most 
circunistances we believe that it is the function of the insurance company to 
perform many of the duties that are carried out by the employees of the inter- 
national union, as mentioned above. 

Trusting this will give you a clear picture of the setup maintained by the in- 
ternational union and that you will give this problem your immediate attention, 
Iam, 

Sincerely yours, 
Sot CILENTO. 

Is there any difference in the language between the letter of Mr. 
Cilento, dated May 2, 1950, and the “letter of Mr. James dated 
July 17, 1! 51? 

Mr. Russe.u. Just intwo instances. In Mr. Cilento’s letter he says, 
“throughout the United States and Canada,” and “by our employees. r 
He says there, I think, “by the International employees”—meaning 
the same. 

Mr. Leece. But the letters were allegedly writen by two different 
individuals, 

Mr. Russetu. Yes, sir. 

Mr. Lerce. One written May 2, 1950, and the other on July 17, 1951. 

Mr. Russetu. Yes, sir. 

Mr. Leece. Both involving two different unions. 

Mr. Russetu. Yes, sir. 
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Mr. Lerce. This may not be a fair question, but I wonder if you 
could explain the language of both letters? 

Mr. Russe... I cannot. 

Senator Dove ias. Did you notice the similarity / 

Mr. Russeiu. I do now, yes, sir. 

Senator Dovcias. Had you noticed it before / 

Mr. Russeuy. No, sir. 

Mr. Lerce. Would it be fair speculation to say that these letters 
were probably written by the same individual, and probably not Sol 
Cilento or E. C. James ? 

Mr. Rvussevi. | wouldn't be competent to answer the question 
but—— 

Mr. Leece. It would only be speculation, as I am doing at the 
moment ¢ 

Mr. Russeuy. Yes. 

Senator Dovéias. May I say that I used to be a little bit of a mathe- 
matician, though I have lost the skill Thad. I know you can get iden- 
tical results, as illustrated by a celebrated mathematician, Mr. Heisen- 
berg, working with Dr. Russell, who once said it was theoretically 
possible for all of the books in the British Museum to be written by 
2 group of monkeys pounding typewriters at random. But the math- 
ematical chance of this happening is 1 in a chain of integers which 
would go round the earth several times. 

I would say that the mathematical chance that just by accident 
these paragraphs would be written would be something of the order 
of—how many words are there—150 raised to the 150th power, which 
runs into superastronomical possibilities. 

Senator Ives. May I raise a question ? 

Senator Dovc.ias. Yes. 

Senator Ives. Who received these letters? Did you, Mr. Russell, 
or did Mr. Wickes? 

Mr. Russexz. I did not receive them. 

Senator Ives. Who did get then? 

Mr. Russevi. I would assume that since they had to do with group 
insurance, they went to Mr. Wickes’ desk. 

Mr. Leece. Mr. Chairman, with your permission I would like to 
move the admission of both of these letters. 

Senator Doveias. That will be done. 

Mr. Russet. Did you have a copy of this one, Mr. Leece, No. 3 
Do you want to put the original in’ This is one you asked me 
bring. This is the letter you couldn’t find, Mr. Plant. 

Mr. Lerece. I am sure we have it here. We weren’t able to locate 
it at the moment. Would you please, sir, and I will return the origi- 
nal to you. 


(The letter referred to were marked “Exhibits 13 and 14.’’) 


2 
Oo 


9 
t 


Exnrsit 13 


DISTILLERY, RECTIFYING AND WINE WORKERS’ 
INTERNATIONAL UNION OF AMERICA, 
May 2, 1950. 
Security MuTuAL LIFE INSURANCE Co., 
Binghamton, N. Y. 
GENTLEMEN: With reference to my conversation with Mr. Manwaring and 
Mr. Wickes in New York on April 24, I want to confirm my statement that the 
Distillery, Rectifving and Wine Workers’ International Union of America, A. F. 
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of L., has spent and is continuing to spend a large amount of money—perhaps 
as much as $100,000 yearly—in servicing and promoting the group insurance 
policies issued by the Security Mutual to the social-security department of the 
Distillery, Rectifying and Wine Workers’ International Union of America, A. F. 
of L. 

The International Union maintains offices in Union City, Chicago, Montreal, 
Louisville, etc. Field work is carried on through whole time union officials and 
employees in these various offices as well as through field workers attached to 
the various local unions. 

Due to the widespread nature of the union’s activities, stretching as they do 
throughout the United States and Canada, it is necessary that a good deal of 
traveling be performed by the International’s employees and meetings and 
conferences are continuously being held in all parts of the country. In most 
instances almost the entire time of employees of the international is spent in 
servicing and promoting the group insurance plan. 

If we are to continue such servicing and promoting in a manner which we feel 
is impossible for any life insurance company to undertake, we must be reim- 


bursed commensurate with our expenses in this connection. Under most cir- 


cumstances we believe that it is the function of the insurance company to per- 
form many of the duties that are carried out by the employees of the inter- 
naional union, as mentioned above. 

Trusting this will give you a clear picture of the setup maintained by the 
international union and that you will give this problem your immediate atten- 
tion, I am 

Sincerely yours, 


Sot CILENTO, 
General Secretary-Treasurer. 


EXHIBIT 14 


LAUNDRY WoRKERS’ INTERNATIONAL UNION, 

July 17, 1951. 

SECURITY MUTUAL LIFE INSURANCE Co., 
Binghamton, N. Y. 

GENTLEMEN: Mr. Louis B. Saperstein has informed me of the conference he 
had with Mr. McKenney and Mr. Wickes on July 10, 1951, at your office in 
Binghamton, N. Y. 

I wish to confirm Mr. Saperstein’s statements that the Laundry Workers’ 
International Union has spent and is continuing to spend large amounts of 
money in promoting and servicing group insurance policies, issued by your 
company to the social-security department of the Laundry Workers’ Interna- 
tional Union. 

I further wish to inform you that this international maintains offices in 
Indianapolis, Chicago, Los Angeles, San Francisco, and many other cities in the 
United States. Field work is carried on through whole time union officials and 
employees in these various offices, as well as employees of local unions through- 
out the country. 

Due to the widespread nature of the union’s activities, stretching as they do 
throughout the United States, it is necessary that a good deal of traveling be 
performed by our employees, as mectings and conferences are continuously being 
held in all parts of the country. In most instances almost the entire time of 
employees of the international is spent in servicing and promoting the group 
insurance plan. 

If we are to continue such servicing and promoting in a manner which we 
feel is impossible for any life-insurance company to undertake, we must be 
reimbursed commensurate with our expenses in this connection. Under most 
circumstances we believe that it is the function of the insurance company to 
perform many of the duties that are carried out by the employees of the inter- 
national union, as mentioned above. 

I am enclosing herewith copies of certified statements for the past year, show- 
ing expenses of the international, which I trust will give you a clearer view of 
our position. 

Very truly yours, 
E. C. JAMES, 
Acting Secretary-Treasurer. 


370 WELFARE AND PENSION PLANS INVESTIGATION 


Statement of receipts and disbursements, Laundry Workers’ International Union, 
12 months ended Mar. 31, 1951 


RECEIPTS 

I NE UN i sith st aa a ee ea = $390, 015. 
a a 21, 789. 
Interest on investments notes, mortgages, etc 3, 615. 82 
Loans receivable payment 7, 275. 
Insurance refund 81. 
NS 58 anda tala Recs Se ise Sahat bsg shen enti ehinke sadelnaacdingelmae d, 711. 3: 
a a src ikepah dhe hed ok addi wieitte asiabes Pada nimsas 175. 
War bond account (net) 65. 
UD ar ee BN i iii ie wiser Sati nheainienitd etababebaecti 5, 000. 
East Market, Inc., on sale of laundry_____-~-- 14, 000, 
Reimbursement for rent and office expenses from 

department 900. 
Social security and withholding taxes (net) . 202. 


Bn IR ai dn dates cohen = = 8, 830. § 


EXPENSES 

IT re Ne cca dieineemhianes 114, 559. 
IR 0 i cn eden cade Ditenipoip ealetaceiantioncguestocenes 121, 785. 
I I se ces ie eh iehemhbo bhaineann atideet 25, 102. 
i esi nie sev nin eri snp moc epson re 346. 
Pn es sie ais evanan cei eabaanwleb acs 2, 832. 
Newspaper 15, 3138. 

3, 245. 
Postage and expre 676. 
A. F. of L. per capita ; 24, 600. 
nn RI i tne saeilsted eiblaaaenimea aaa 2, 900. 
a ais accep cate Es ceded earadins occasion ein loh sgn porate 93. 
Rent 3, 600. 
Legal expense 5 15, 792. 
Executive board 770. 
Trustee board 244. 
Audit expense 1, 070. 
LSRROER IN nd crcuetinns ce cens iin Sisecci adleias onciapisonteatcotiot bad 636. 
I Na acer ovo TS lp teenies 690. 
Social security and withholding tax (net) 869. 
Auto expense 241. 
Research and education department , 669. 
ae a a la es da deters ia nasa antennae 416. 
Paul H. Krauss Laundry 739. 
ha iociadionm es pileclen lac obiaivareoee seme tanndnnesaiee 52, 141. 
Union industries show 5, 376. § 
Canadian Trades and Labor Department, per capita tax 150. 
War Bond Acct. (net) 122. { 
Western Conference of Laundry Workers and Dry Cleaners___-_--_~- , 032. 
nr a eo deh exeps ds inigeioniiccnas obececedraao asd menatoscatione 123. 
Convention expense 393. 
rn I aac eenrprecincnseg tinge coooeinin es eck sersaneieoeige , 282. 
Advertising 175. 
I al aici 5, 850. 
Political expense 000. 00 
Donations ____ 279. 00 
Interest on Indiana National Bank note 821. 52 
Bond, Best Grand Laundry suit . 00 


I Ts i ae ee eee 440, 893. 59 


Mr. Lerece. I am passing down to you, Mr. Russell, two checks 
of the Security Mutual Life Insurance Co. I would like to have you 
identify them as true copies of the checks of your company. 

Mr. Manwanrine. Mr. Leece, when I was here I left the originals. 
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Mr. Lerece. I am sorry. I sent the wrong ones down. One is an 
original and one is a photostat. I have in my hand two checks. One 
is an original, Security Mutual Life Insurance Co, check No. 3356479, 
made to the order of E. C. James, acting secretary-treasurer, Laundry 
Workers International Union, in the amount of $2,500 dated Novem 
ber 12, 1951. 

That apparently reflected a payment pursuant to your agreement 
with Mr. James. 

Mr. Russewn. Yes, sir. 

Mr. Leece. Which payment was to be made to the Laundry Workers 
International Union. I will note for the record that the check bears 
the endorsement “E. C. James.” 

With your permission, Mr. Chairman, I would like to move the 
admission of that into the record. 

Senator Doveias. But there is no statement that it is to be deposited 
to the account of the laundry workers. Do you want to inspect that 
check and see whether it is from your company ¢ 

Mr. Lerce. I havea photostatic copy of a check of Security Mutual 
Life Insurance Co. No. 352465, dated May 6, 1952, payable to the 
order of E. C. James, acting secretary-treasurer, Laundry Workers 
International Union, in the : amount of $2,500, stamped endorsement, 
“Pay Central National Bank in Chicago or order, for deposit only, 
Illinois Harness Horsemen’s Association.’ 

Senator Dovetas. This does not bear a personal endorsement. 

Mr. Lerce. No, it does not. 

Senator Ives. May I raise a point? To whom were these checks 
returned when they came back ¢ 

Mr. Russe. They came to—you mean from the bank? 

Senator Ives. Yes. 

Mr. Russet. They came over to one of our clerks, one of our people 
who was responsible for checking off the checks that had been 
returned. 

Senator Ives. He would never examine the endorsement ? 

Mr. Russein. No, they did not. I am amazed that our bank let 
them go through. 

Senator Ives. I will bet the bank is, too. 

Mr. Russett. We are going to have some questions when we get 
home. 

Senator Doverias. One of those checks is not signed. 

Mr. Russeti. I am amazed. I can’t understand the Central Bank 
taking it. 

Senator Attorr. If I may interject, that second check didn’t even 
appear to have the stamped endorsement of the person to whom it 
was made. 

Mr. Russeww. Not at all. 

Senator Axxorr. In other words, referring specifically to check 
352465, which was made payable to E. C. James, acting secretary- 
treasurer, even the stamped endorsement on it says “For deposit only, 
Illinois Harness Horsemen’s Association.” There is not a scratch 
of a pen by way of endorsement. 

Mr. Leece. Mr. Chairman, with your permission I would like to 
move the admission of these checks into the record. 

Senator Doveias. The two checks in question will be admitted as 
evidence at this point. 
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(Obverse and reverse of check No. 336479 were marked “Exhibits 
15-A and B.” See exhibits 7-A and B for check No. 352465.) 
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Mr. Leece. Mr. Russell, I direct your attention to your item 34, 
which is a letter from Mr. H. D. Brown, auditor, to Mr. E. C. James, 
secretary-treasurer, Laundry Workers International Union, Chicago, 
Ill. 

In that letter briefly you draw the attention of Mr. James to the 
fact that in April of 1952 you sent him two checks in the amount 
of $2,500. 

Mr. Russet. Yes, sir. 

Mr. Leece. With a request for a return of one of them. 

Mr. Russetu. Yes, sir. 

Mr. Lerece. Did you have any success? 

Mr. Russexu. No, sir. I never had a reply to the letter. 
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Mr. Leece. He did not reply to your letter ¢ 
Mr. Russeuyi. No, sir. 

Mr. Leece. Did you take any action to recoup the $2,500 ¢ 

Mr. Russevx. I am asking my counsel here if he knows if we wrote 
any further letters, 

Mr. Manwartine. The only thing further was a letter from Mr. 
Wilcox, who is now head of our group department, to Mr. Levoy, 
our group sales representative in Chicago, setting forth the numbers 
of all of these checks for $2,500, making the statement that there 
Was overpayment of $2,500; and that it was recovered from the 
dividend. 

Mr. Leecr. It was recovered from the dividend ? 

Mr. Manwaring. Right. 

Mr. Lerce. I notice a notation on the letter of March 25, signed 
PJF. 

Mr. Russet. Paul Ferencik, one of our salesmen. 

Mr. Leecre. Dated October 31, 1954: “George Miller states that 
this extra payment of $2,500 was recouped in the dividend computa- 
tion and payment in 1954.” That was the dividend that Security 
Mutual paid the social security department at the time? 

Mr. Russeix. Yes. 

Mr. Leece. When the polic: Vv Was transferred to California Life? 

Mr. Russet. Yes, after we got our premiun. 

Senator DovuGLas. Just a minute. Do I understand you paid this 
amount and the other $82,500 to Mr. James as secretary 
the International Laundry Workers’ Union ¢ 

Mr. Russeiu. Yes, sir. 

Senator Doveias. But you recouped the loss from the beneficiaries, 
namely, the social security department of the International Laundry 
Workers? What is the answer to that 4 

Mr. Russevyi. I say that is what we did. 

Mr. Leece. In your agreement—I am referring now to item 15, a 
copy of which is in the record—you reserve the right to require state 
ments from Mr. James as to disposition, the uses to which the $2,500 
a month was put. Did you ever require such an accounting? 

Mr. Russein. I didn't. 

Mr. Lerce. Now I would like to discuss generally with you, Mr. 
Russell- 

Senator Dovetas. Would you defer that for a moment? This fact 
that you deducted the $2.500 from the dividend of the social-seeur ity 
fund indie: ates, does it not, that the whole $82,000 really came out of 
the social security department dividend, because if you had not paid 
the other $82.500, the dividend would have been that much larger / 
L think you have already testified to that. 

Mr. Russern. Yes, sir. 

Senator Dovetas. That is true? 

Mr. Russetu. Yes, sir. 

Senator Ives. Isn't that more or less like robbing Peter to 
Paul? 

Senator Doveras. In New York there is a difference, because the 
social-security department was a trustee for those who are being pro- 
tected: whereas the union officials were a different set of persons. 

Senator Aruorr. They were the same set of people, but technically 
the funds were different. 
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Senator Doveras. Technically the funds were different. 

Senator Atvorr. Technically they were different, but they were the 
same people. 

Senator Doueias. Not. necessarily. 

Mr. Manwarrina. Senator, may I add something to that? 

Senator Dove.as. Surely. 

Mr. Manwarinea. Had we, instead of paying the international, em- 
ployed a dozen or so men to do the work that the international was 
supposed to, their salaries would also have been deducted from the 
dividend. 

Senator Doveias. So you regard the 5 percent fee, the $2,500 a 
month, as proper charges? 

Mr. Manwarinea. As a home office expense. 

Senator Dove.as. Do you regard the $2,500 a month as a proper 
charge ? 

Mr. Manwarina. If it was proper to make it, yes. 

Senator Doueias. You mean it is a proper coats if it is proper 
to do it. That doesn’t answer my question. The question is: It was 
proper to do it? 

Mr. Manwarina. It was a proper charge, yes. 

Senator Dove._as. Why alee discontinue it, then ¢ 

Mr. Manwartnea. Pardon? 

Senator Doveias. Why did you discontinue it ? 

Mr. Manwarina. Discontinue the $2,500? 

Senator Dovenas. Yes. 

Mr. Manwarina. Because we discontinued service on all cases. 

Senator Doveias. Why did you do that? 

Mr. Manwarrna. Because of the conferences we had with the New 
York Insurance Department. 

Senator Doveias. You mean the insurance department said it was 
not a proper charge ? 

Mr. Manwartna. Not,in so many words. 

Senator Doveras. That was the effect of it ? 

Mr. Manwartnea. That is right. 

Senator Doveias. But you still think it was proper for you to do it? 

Mr. Russety. You might 

Senator Doveras. I am asking Mr. Manwaring. 

Mr. Manwarina. No, I do not. 

Senator Doveras. I just thought you said you thought it was proper. 

Mr. Manwarrna. I said I thought it was a proper charge, Senator. 

Senator Doveias. A proper charge but not a proper payment ? 

Mr. Manwartne. I do not think it was proper for us to have made 
that payment, but once it was made, I feel it was a proper charge 
against the dividend. 

Senator Doveras. I am a very simple man, I guess, and can’t 
understand. 

Senator Ives. What you are trying to do, are you not, is draw the 
difference between what is legally proper and something otherwise 
that is improper? 

Mr. Manwarine. That is right. 

Senator Dovetas. In other words, you say it is legally proper, but 
ethically improper ? 

Mr. Manwarine. Right. 

Mr. Russeti. That might be a good word for it. 
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Mr. Leece. Your item 9, Mr. Russell, is a memorandum to Mr. 
H. B. Wickes, dated August 7, 1951, signed by Mr. R. H. Parish and 
Mr. J.J. Bouvay. 

Mr. Russeiu. Yes, sir. 

Mr. Lerce. I think you will agree with me, sir, that one of the rea- 
sons for the discrepancy of some $900,000 concerning which testimony 
was taken earlier, is the fact that Security Mutual was not advised by 
the social security department as to the effective dates of the policies 
entered into. Who are Mr. Parish and Mr, Bouvay ? 

Mr. Russet. Mr. Parish is comptroller of the company and Mr. 
Bouvay is an accountant in the group department. 

Mr. Lerce. If I read this memorandum properly, they made a trip 
to Indianapolis. 

Mr. Russeiy. Yes, sir. 

Mr. Leece. In July or August of 1951 4 

Mr. Russeiu. Yes, sir. 

Mr. Lerecr. And had some discussions with Miss Horner, the office 
manager of the social security department. I direct your attention to 
page 2 of that memorandum just before the discussions of premium 
rates. They make the statement : 

It does seem that someone should tell us when a case is effective. Under the 
present setup, it should be Saperstein. 

Mr. Russet. That is right. 

Mr. Lerecr. Was any effort made to get that information from the 
social security department pursuant to the recommendations made by 
Mr. Parish and Mr. Bouvay ¢ 

Mr. Russet. I do not know, but I would assume that there was, 
because I believe that we have some letters here where they gave us 
effective dates for locals. 

Mr. Leece. Did you attach any significance to the fact that the 
memorandum was addressed to Mr. Wickes ? 

Mr. Russett. He was the man who was in charge of the group 
operations and he was the one that they would report to. 

Mr. Leece. But no action was taken on that recommendation ? 

Mr. Russeiit. Will you excuse me just a minute until I see what 
these letters are here? Item 25, Mr. Leece, is a letter from one of the 
men in his office where he lists about a dozen locals showing the effec 
tive dates. I haven't attempted to follow through. I only know we 
have it. That is all, 

Mr. Lerce. Whose memorandum is this 4 

Mr. Russet, This is a letter from Bill Marshall, who was in 
Saperstein’s office, to Mr. Wickes. 

Following are the locals insured by your company and the respective effective 
dates—dated October 8, 1951. 

Mr. Lerce. But you were completely dependent upon Mr. Marshall, 
though, or Mr. Saperstein for those dates ? 

Mr. Russet. That's right. 

Mr. Leece. You did not get such information from the social 
security department ? 

Mr. Russet. No. I wouldn't think so. I would assume that all 
of our dealings were through Saperstein to the trustees. 

Mr. Lexcr. Isn't that the basis of trouble here, though, the fact 
that as far as the social security department. is concerned, the effec 
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tive date of the policy was one day, but as far as the Security Mutual 
is concerned, it was an entirely different day ? 

Mr. Russeiy. Yes, that is true. Of course it is not improper for a 
company to seek the information that it wants through the broker 
on the case. 

Mr. Leece. I am not suggesting it was improper, Mr. Russell. I 
um simply suggesting that a recommendation had been made by Mr. 
Parish and Mr. Bouvay that the social security department people 
advise you 

Mr. Russexi. Yes, but they never did. 

Senator Doveras. Mr. Russell, did you think it somewhat unusual 
procedure that the checks for the premiums came from Mr. Saperstein 
rather than from the social security department ? 

Mr. Russetx. I knew of that after the case was terminated, and I 
was astounded. 

Senator Douc tas. What was done in the case of the Distillery 
Workers? 

Mr. Russet. The checks came through the trustees of the social 
security department. 

Senator Dove.ias. That is in the case of the distillery workers, the 
checks came directly from the social security ¢ 

Mr. Russet. Yes, sir. 

Senator Doverias. And did not pass through Mr. Saperstein’s hands, 
as such ¢ 

Mr. Russet... Not to my knowledge at all. 

Senator Doucias. Mr. Manwaring, are you acquainted with the 
distillery workers case? 

Mr. Manwarine. That is correct, yes. 

Senator Doveras. Is that true? 

Mr. Manwarrinec. That is true. 

Senator Doveias. But in the case of the laundry workers, the 
checks were not sent directly to you but were sent through Mr. 
Saperstein / 

Mr. Manwarinec. That is correct. 

Senator Dovueias. Did you know about this at the time, Mr. 
Manwaring ? 

Mr. Manwarine. I did not know until after the case was termi- 
nated that that was the case. 

Senator Ives. Mr. Wickes is the only one who did know about it? 

Mr. Russeiu. He wouldn’t be the only one. I suppose some of the 
clerks who posted the accounts would know about it. 

Senator Doveras. He never called this to your attention? 

Mr. Russexu. I never knew it, never. 

Mr. Leece. Further along in that memorandum, Mr. Russell, item 
6, on page 3, the reference to the general subject of methods of trans- 
mittal of funds: 


Miss Horner, sends Saperstein a small remittance slip whih states “Enclosed 





is check for $ , being the premium for Local -, for the month of 


” 


We thought it would be good if we received a copy of this so we 
could keep the record straight. She has started doing it. 


Did you ever get copies of those from Miss Horner ? 
Mr. Russexu. I did not myself. 
Mr. Manwanrina. I do not think we did. 
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Mir. Leece. So that you had no idea as to the amount of premium 
that was being paid to Mr. Saperstein / 

Mr. Manwarine. That is my recollection from our files. 

Senator Doucéias. But you never saw this letter of August 7, 1951 ¢ 

Mr. Manwarina. I did not. 

Senator Dovcias. Or you, Mr. Russell ? 

Mr. Russeiu. No, sir. 

Mr. Lerece. During the life of the policy, Mr. Russell, did your 
company ever undertake to audit the accounts of the social security 
department / 

Mr. Russe... No, sir, to my knowledge; no, sir. 

Mr. Leece. Did you at any time? 

Mr. Russevy. Did you ask me now: Did we do it or did we try 
do to it ¢ 

Mr. Lerce. I will ask you first if you did it? 

Mr. Russevu. We did not. 

Mr. Lerce. Did you try to do it? 

Mr. Russevti. All I know is from what we have in this correspond- 
ence, that recomendations were made that it should be done, but it 
was never done. 

Senator Dove.as. You mean that you never sent any men to Indian- 
apolis to check the records of the social security department ? 

Mr. Russewu. No, sir, it couldn’t be done. 

Mr. Manwarina. During the life of the policy ? 

Senator Doveras. After the policy was terminated, did you do 
this’ 

Mr. Manwarina. Yes. 

Senator Dougias. On what di ates did you do it? 

Mr. Manwarine. On April 27, 1954. 

Senator Doue.as. Apes ss | 

Mr. Manwarinea. April 27 and 28. 

Senator Doucias. What did you find? By the way, who went to 
Indianapolis ? 

Mr. Manwarine. Mr. Lindsley, Mr. Nadalin, and myself went to 
Indianapolis. 

Senator Doveias. What did you do in Indianapolis ? 

Mr. Manwarinc. May I finish that please ? 

Senator Doveas. Surely. 

Mr. Manwartna. Mr. Brown, our head auditor, arrived after the 
audit. was completed. 

Senator Doveias. What did you do in Indianapolis? 

Mr. Manwarina. First I would like to, if I may, give you a little 
bit of the background 

Senator Dougias. No, I would like you to give me a response. 

Mr. Manwarine. What did I do? 

Senator Doucnias. Yes. 

Mr. Manwanrine. I spent the entire time visiting with Mr. Byers. 

Senator Doveias. The president of the union ? 

Mr. Manwarina. The president of the union. 

Senator Doveias. You mean to say you went there to audit the 
books, but were not present when the books were audited ? 

Mr. Manwanrine. I was in the next room with the door open. 

Senator Doveias. You were in the next room ? 

Mr. Manwarinec. With the door open. 
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Senator Doveias. With the door open ? 

Mr. Manwarrinea. That is right. 

Senator Dovatas. How was this audit conducted ? 

Mr. Manwarinea. There again I ask permission to give the whole 
story of the audit. 

Senator Dovetas. Go ahead. 

Mr. Manwarina. In September of 1953, the latter part—either the 
29th or the 30th, I can’t tell you the exact date—on behalf of the 
company I told Mr. Saperstein that we would like to make an audit of 
the Laundry Workers’ case, we having at that time been advised orally 
that because we had discontinued the $2,500 a month, that the case 
would be terminated. 

Senator Dovetas. Now, you discontinued the $2,500 a month at the 
demand of the New York Department of Insurance ? 

Mr. Russeww. No, it wasn’t a demand; no, sir. 

Senator Dovetas. At the suggestion. 

Mr. Russe.u. Suggestion. 

Senator Dove.as. A very strong suggestion. 

Mr. Russett. Well, I have got a story to tell there, too. But I 
would like not—I would like to tell you about it. 

Senator Dove.as. Proceed. 

Mr. Manwartne. In further discussions with Mr. Saperstein, I 
agreed with him that the audit should be deferred until we got all 
the premiums. At that time some of the locals were 5, 6 and 7 months 
in arrears, 

Senator Dovenas. The so-called arrearages ? 

Mr. Manwaring. Thatisright. Solagreedtothat. In February, 
I think February, we finally received the final premium payment on 
these locals. So that I again renewed my request for the audit. 

Sometime after that I received a letter from Mr. Marshall which 
was written supposedly at the direction of Mr. Saperstein, who was 
then attending a meeting of the trustees in Chicago, in which they 
stated that they wished to audit the books of Security Mutual to 
determine whether or not we had paid them the proper dividends. 

Senator Douve.as. They wanted to audit your eae! 

Mr. Manwarine. That is right. To that I replied that at that time 
we still didn’t have the September premium, the last month’s premium, 
that in my opinion Security Mutual had 1 or 2 alternatives, either 
we could consider the policy lapsed as of August 31, 1953, in which 
event there would be no dividend, or we could bring suit against the 
trustees for the September premium. 

I was then told that we would be permitted to have our audit. 

The time for the audit was set up several times in April, and then 
at the last minute we were advised it would have to be postponed. At 
least 3 or 4 times that happened. 

To go back somewhat, I think in October—though it may have been 
in November—Mr. Saperstein advised me that he was sending to 
Miss Horner in Indianapolis his copy of his remittance to Security 
Mutual of premiums so that she could match them up with her copies 
of her remittance to him. 

Senator Doveras. You had such records yourself, didn’t you? 

Mr. Manwarrina. All we had was Mr. Saperstein’s remittance 
to us. 


Senator Doucias. You took those with you to Indianapolis? 
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Mr. Manwarina. We took those with us to Indianapolis. When 
we got there his copies of his remittance to us was matched up with the 
copy of Miss Horner’s remittance to him. We proceeded with the 
audit. 

The first hour that we were there was spent with the two auditors, 
Mr. Saperstein and myself visiting with Mr. Byers. It was rather 
obvious to me that Mr. Byers did not look with favor on this audit. 

We were given a strong inference, though I do not think it was said 
in so many words, that we should be out of there by noon—which gave 
us approximately 2 hours to make this audit. 

Senator DoveLas. You didn’t have to get out of there by noon. 

Mr. Manwartnc. We did not have the power of the Senate com- 
mittee, 

Senator Doucuas. They had agreed to the audit, had they not ¢ 

Mr. Manwarine. Through Mr. Saperstein. 

Senator Doveras. You had three able-bodied men there, did you 
not? You look like quite a husky fellow, yourself. 

Mr. Manwarinea. Husky, per haps, Senator, but not belligerent. 

‘Senator Attorr. May I interject there, Mr. Chairman, if I mi Ly, 
to that extent I think the counsel’s remarks are well taken, that at least 
from my viewpoint of the story, they were strictly guests and they 
were subject to and completely at the will of Mr. Byers and any time 
that Mr. Byers asked them to leave, they would have had to leave as a 
matter of law. Is that right, Mr. Manwaring ¢ 

Mr. Manwaring. That is correct. We probably could have gone 
into court, asking for an injunction to audit. We have the right to 
audit under the policy terms. 

Senator Doveias. You did not do that? 

Mr. ManwarinG. We did not do that. 

Senator Dovetas. Continue. 

Mr. Manwarina. Thereafter, as far as the audit is concerned—as 
I say, I was not in the room when it was conducted—I know from Mr. 
Lindsley’s s report to Mr. Brown, who was the chief- — 

Senator Doveias. On the date of Mi ay 7? 

Mr. Manwarina. May 7 

Senator Dovgias. Do you have a copy of that ? 

Mr. Manwartna. I have the original of it. 

Senator Doveras. I will ask the staff to make that a part of the 
record or a photostat copy thereof agreed upon. 

Mr. Leece. I have a photostat copy. 

Senator Dovcxas. I would like to have the photostat copy submitted 
to Mr. Manwaring so that he may testify as to whether or not that 
photostat copy is a conformed copy. 

Mr. Manwartna. Senator, this is both Mr. Lindsley’s report and 
Mr. Nadalin’s report. 

Senator Dove.as. Would you hold a copy of this in your hand and 
see if it is the same? 

On April 27 and 28, 1954, H. A. Manwaring, E. Nadalin, and myself visited the 
offices of the International Laundry Workers Union at Indianapolis, Ind., for the 
purposes of conducting an audit of premium payments received under the group 
A and H coverage between this union and the company. E. Nadalin, as a repre- 
sentative of the group department and myself, as a representative of the audit 


department, actually did the physical audit. You will recall, that you met us at 
Indianapolis upon completion of the audit and reviewed with us the procedures 








380 WELFARE AND PENSION PLANS INVESTIGATION 


which were followed and the results of which were obtained. At that time, it was 
decided that the procedures that were followed were correct and the audit was 
classified as satisfactory. 

A “spot” audit was conducted which covered 35 locals, diversified as to 
geographical location, plan and size as selected by the group department. 

One hundred and twenty-eight premium payments were traced and verified from 
the transmittals from the various locals to the International Laundry Workers 
Union at Indianapolis. These premiums were in turn traced from the Laundry 
Workers Union Office to the Harlew agency office in Trenton, N. J. The laundry 
workers union’s cancelled checks for these payments to the Harlew agency were 
inspected and were found to be for the proper amounts and all of them had been 
deposited to the Harlew agency bank account. The Harlew agency then drew its 
checks to the order of the company and reported the premium payments to the 
group department where the reports were reconciled and the premiums booked. 
The premium payments checked covered payments account for the 35 locals and 
covered various premium payments during the years 1951, 1952, and 1953. All 
premium payments received at the laundry workers union office at Indianapolis 
which were checked during this “spot” audit, were found to have been transmitted 
to the company through the Harlew agency promptly. As a result of this “spot” 
audit, it is concluded that premium payments were transmitted to the company in 
the proper amounts and with a minimum of delay and that the company received 
all premiums to which it was entitled. The fact that this group A and H case 
was a “money-maker” would indicate the correctness of this conclusion. 

Sincerely, 


R. D. LInpstey, 
Senior Accountant. 

Have I read this correctly ¢ 

Mr. Manwarrne. Yes. 

Senator Dovatas. Now, Mr. Plant, I would like to have you take the 
stand. 

Lindsley’s statement says 128 premium payments were traced and 
it was found that the amounts paid by the locals to the social security 
department and then transferred from the social security department 
to Mr. Saperstein coincided in each and every case with the amounts 
which Mr. Saperstein then sent to the Security Mutual. You checked 
the same records, did you not ? 

Mr. Piant. That is correct, Senator. 

Senator Doveras. Did you find a check mark opposite 128 items? 

Mr. Piant. That is correct. 

Senator Dovetas. Indicating a check had been made / 

Mr. Prant. That is correct. 

Senator Doveras. Of the 128 items which Mr. Lindsley certified 
had been correct, what did you find ¢ 

Mr. Puant. I found that 54 of the 128 were wrong. 

Senator Doucias. Sometimes errors occur. But if they are casual 
errors, they balance out, so many above, so many below. Did you get 
any underpayments by Mr. Saperstein to Security Mutual or were 
they all overpayments ? 

Mr. Prant. You mean in this particular check? 

Senator Dovenas. This particular check. 

Mr. Prant. I don’t recall that, Senator. 

Senator Doveras. The records show that there was only one under- 
payment, does it not—your direct testimony this morning ? 

Senator Atiorr. Overpayment, you mean / 

Senator Doverias. Overpayment, yes. 

Mr. Piant. That is my recollection, yes. As far as Security Mutual 
is concerned ? 
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Senator Doveras. That is right. That is all we are speaking of. 
So you found that in 54 of these 128 cases, the audit was incorrect ¢ 

Mr. Pian. That is correct. 

Senator Doueias. And you furthermore found that the audit which 
you made checked both by locals and in totals ¢ 

Mr. Puanr. That is right. 

Senator DouGcLas. Mr. ™M: anwaring, were you aware of this / 

Mr. Manwartna. I was so told by Mr. Plant. 

Senator Doverias. This is most extraordinary. 

Thank you, Mr. Plant. 

This is a most extraordinary event. 

Mr. Russevy. I still can’t believe that young man told an untruth 
when he made that report. , 

Senator Dovucias. Is he still in your employ ¢ 

Mr. Russet... Yes, sir: a very fine young man. 

Mr. Lerce. Was anybody else present while this audit was being 
conducted / 

Mr. Manwaring. Mr. Saperstein was present. 

Mr. Leece. When you say he was present, did he participate in the 
auclit ? 

Mr. Manwarine, I am advised by this Mr. Lindsley that Mr. Saper 
stein’s activities were entirely the sorting of the material which they 
asked Miss Horner for and handing it to them, that he did not make 
any of the actual checking. 

Mr. Lerce. You mentioned earlier, Mr. Manwaring, that this thing 
was delayed on 3 or 4 different occasions. Who advised you on each 
of these occasions that you would not have access to the records at the 
time you appeared at the offices of the social security department / 

Mr. Manwarine. Mr. Saperstein. 

Mr. Leecre. Mr. Saperstein ¢ 

Mr. Manwarinc. That is right. 

Senator Ives. Could those errors in those records have been ar 
counted for by the ‘re be ing two sets of records 

Mr. Manwarine. It is possible. I do not Rien I do not know 
what records Mr. Plant audited. 

Senator Douaias. Miss Horner, are you here / 

Miss Horner. Yes. 

Senator Doveias. Would you come forward, please, unless my col- 
leagues object. But I believe in getting the witnesses together here. 
Miss Horner. would you take a seat. 

Miss Horner, do you remember this audit by Mr. Nadalin and Mr. 
Lindsley accompanied by Mr. Manwaring / 

Miss Horner. I remember the day they came into the office, sir, 
and did the audit, yes. 

Senator Dovueias. Did they check the originals of the records sub- 
mitted by the locals to you ¢ 

Miss Horner. The Vy checked the transmittal forms, my copies of the 
transmittal forms that were sent. 

Senator Dove.as. That is transmittals to you, and then did they 
check 

Miss Horner. No, they were transmittals to Mr. Saperstein. 

Senator Doveias. To Mr. Saperstein / 

Miss Horner. That’s right. 
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Senator Dovetas. Did they go back to the local transmittals to you 
or simply your transmittals—— 

Miss Horner. I have a recap form that is a recap on each local 
showing the laundry, the number of members, and the amount of the 
check. My transmittal forms are attached to those. 

Senator Doveras. Did they check the recaps or the originals 

Miss Horner. They would check the recaps. The transmittals, my 
copy of the transmittal is attached. 

Senator DouGias. Are your recaps accurate ? 

Miss Horner. I think they are. 

Senator Doucias. You are not keeping two sets of books, are you! 

Miss Horner. I certainly am not, sir. 

Senator DovuGLas. So your recaps, you say, were identical— 

Miss Horner. To the ones sent to Mr. Saperstein, transmittal forms. 

Senator Ives. Were you present when they made the audit ¢ 

Miss Horner. Yes, I was, Senator. I was present to the extent 
that I pulled the items from the files. I was not present while they 
were doing the actual audit. What I mean, I wasn’t standing looking 
over their shoulders. 

Senator Doveias. May I ask this: When you sent the originals 
to Mr. Saperstein, the amounts submitted to him, you kept a carbon 
co 
Wiss Horner. That is right. 

Senator Doucias. Your recap was made up of the carbon copies, 
made up from the carbon copies ? 

Miss Horner. I think we are a little confused. 

Senator Doueias. You called the letters of transmittal recaps / 

Miss Horner. No, I have a recap form that is a recap of all the 
laundries and the members that are included on the transmittal form. 

Senator Doveras. That is, you copy from the transmittal slips or 
letters? 

Miss Horner. No, I don’t copy anything. My transmittal form is 
« form that is used in computing my premium. It is the one that 
you have in the record. 

Senator Doveias. What I am trying to get at: What did you show 
to these auditors? Did you show a figure which you had made up, 
or did you show copies of the originals which you mailed to Mr. 
Saperstein ? 

Miss Horner. Copies of the originals which were mailed to Mr. 
Saperstein. 

Senator Doveias. Mr. Plant, would you check: Were they copies 
of the originals? 

Mr. Piant. They were the copies she had in the files. 

Senator Douceias. So your comparison was made with copies of the 
originals. 

Mr. Puanr. That were maintained in the records of the social 
security department. 

Senator Doveras. And carbon copies. 

Mr. Puanr. That is correct, sir. 

Senator Doveuas. So, no error could be made in these carbon copies. 

Mr. Puan. Not as far as I am concerned. 

Senator Atxorr. Let me ask you a question, then, Mr. Plant. You 
don’t know that the carbons that you saw there that day are the same 
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carbons that Mr. Lindsley—or whatever his name was—examuined 
that day, do you? 

Mr. Pianr. No, I don’t. 

Senator ALvorr. You have no way of knowing this, do you? 

Mr. Puan. No, sir. 

Senator Doveras. Did you not find a check mark on these carbons ‘ 

Mr. Pianr. Not on the carbons. I found check marks on the ledger 
sheets which Security Mutual had and which Mr. Lindsley brought 
with him to Indianapolis. Then when he would check it—I will show 
you one here—this is local 2 at Oakland, Calif. You will notice that 
it has two check marks. Mr. Lindsley told me that those indicated 
he checked the February payment which Security Mutual received 
on May 9, 1952, for 795 lives in the amount of $2,114.70. 

Now, actually if you go to the social security department records, 
you will find that on April 4, 1952, they sent out check No. 579 covering 
the month of February for 895 lives. 

So there is 100 lives difference, and they also sent out $2,380.70. 
But in addition to that, later on the social security department sent 
out late payments for February on 28 lives, and again on 2 lives. 
Those late payments never showed up, but the particular thing that 
Mr. Lindsley said he checked was the 795 lives. 

The social security department records, which we saw the checks 
in connection with, showed that there were 895 lives. 

Senator AtLtorr. Now, may I ask you another question. That 
means one of two things to you as an investigator—either that the 
records against which Mr. Lindsley checked had been changed or 
there had been substituted records there in the office. 

Mr. Puan. That would be one possibility. 

Senator ALxorr. Another interpretation would be that Mr. Lindsley 
himself did not perform any kind of a check and merely checked off 
certain items to indicate that he had audited the records. 

Senator DoveLas. Or that he lied. 

Senator Auuorr. I am getting to that. 

Senator Dove.as. I thought you said there were two alternatives. 

Senator Anxorr. [said several possibilities. That would be another 
possibility L ask you, Mr. Plant, as an investigator? 

Mr. Puant. Yes, sir. 

Senator Auuorr. The other possibility would be that he was 
dishonest. 

Mr. Pianr. That is right. 

Senator Atuorr. Are there any other possibilities as an investigator 
that you can see that would account for this discrepancy? You have 
more experience in this than I do. 

Mr. Piant. No, you covered—the only suggestion I had in mind 
was the fact that it was because of the limited time they had there 
available to the books, that it was just a question of marking off 
checks. 

Senator Dovatas. I would like to point out that it would hardly 
be an accidental error in 54 out of 128 cases. 

Senator Atxiorr. That is entirely correct. I agree with that. 

Senator Dovuetas. There might be an accidental error m a few. 

Mr. Russeitu. May I ask Mr. Plant there what he meant by checking 
off checks ? 
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Mr. Puianr. I will change that, Mr. Russell, to just making check 
marks, as they called it out. Obviously on its face the record to which 
I referred does not agree. There are 100 lives right on this particular 
one. 

My only suggestion is that Lindsley or Nadalin, or anyone else 
that worked on it, merely made the check mark, because it doesn’t 
agree. 

Senator Dove.as. If that is true, they did not adequately perform 
the audit. 

Senator Ives. Did Mr. Saperstein read off any of these? I want 
to find out whether he read off any one of these lists. 

Mr. Manwartne. I am told by Mr. Lindsley he did not. 

Senator Atworr. If he did—let me follow this through with Mr. 
Plant 

Senator Dovuctas. The testimony is he did not. 

Senator Atiorr. He isn’t here. If he did, Mr. Plant, and Mr. Sap- 
erstein had even a substituted list of his own, even though it had not 
been substituted in the office, he could very easily have read off a 
list and checked with him and thus created what I believe is a fraud 
on someone. 

Mr. Puant. You say he 

Senator At.orr. That Saperstein could have read off a substituted 
list and caused Mr. Lindsley to check 

Senator Doveuas. Is it not true that the carbon copies were sub- 
mitted to Lindsley and Nadalin, or at least the check marks thereon ? 

Mr. Puanr. The check marks, Senator, were found on the ledger 
sheet of Security Mutual. 

Senator Au.orr. In other words, Senator, what I am suggesting is 
this, that there is also the possibility that the duplicate forms or re- 
caps that Miss Horner talks about could have been brought out, car- 
bons could have been made, the originals thrown away, and the car- 
bons substituted at least temporarily for the purpose of this audit 
which might explain why it took several months for them to get into 
the audit. 

Senator Doveras, I would like to ask this. Were these 128 cases 
chosen at random ? 

Mr. Russeii. Yes, sir. Mr. Lindsley said this. When they gath- 
ered the inference that they were to get out fast, among themselves 
they agreed—*Well, all we can do is make a few spot audits. So let’s 
pick out some cases scattered geographically and also by size and see 
if we can find or trace them through.” 

He said to me in my last conversation with him, just before T came 
down here, that in every instance—“I saw a check, a canceled check, 
for the amount of the premium that was sent to our company and 
transmitted from Indianapolis to Newark.” 

Senator Dovetas. I suggest this, that if these checks were chosen at 
random, a lot of funny business would have to be carried on for a long 
period of time to get an entirely false and duplicate set of records pro- 
duced, because the evidence indicates that there are some 50 unions, 
are there not? 

Miss Horner. That is right, Senator. 

Senator Doveias. Making monthly payments over a period of 12 
months a year for over 3 years; so you had something like 1,800 cases 
at a minimum. 
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Senator Attorr. Mr. Chairman, may I point out that that would be 
a very simple matter, and that I think T could « yg ate those if I could 
get my hands on the forms. I think they could be duplicated with a 
stenographer in a very short time. 

Miss Horner. Not if you were changing the figures, sir, not in half 
a day. 

Senator Auiorr. If I had access to the figures that were supposed 
to have been produced. 

Senator Doveias. Let the record show that Senator Allott would 
never do such a thing. 

Senator Antvorr. 1 would not, but I mean I am pointing out it is 
physically possible to do this in a short time. 

Miss Horner. They would have to have access to my transmittal 
forms to begin with. 

Senator Atitorr. There is no reason for us to believe that Mr. 
Saperstein did not. 

Senator Doveias. Let me ask you this question. Did Mr. Saper 
stein have access to your transmittal forms ? 

Miss Horner. To make copies is what I am talking about; no, I am 
the only one who would have the transmittal forms. 

Senator Dovgias. You did not give him your copies, did you ¢ 

Miss Horner. No, I didn’t. I don’t remember who I gave those 
transmittal forms to. 

Senator Dougias. Did those copies ever pass out of your hands 
until the audit was made / 

Miss Horner. No, no, sir, they did not. 


Senator DovuGias. So you can swear, can you, Miss Horner— 

Miss Horner. I am not under oath. 

Senator Douenas. Will you be under oath, please? Do you so] 
emnly swear that the evidence you are about to give is the truth, the 
whole truth, and nothing but the truth, so help you God ? 


TESTIMONY OF MISS EVELYN HORNER, EMPLOYEE OF SOCIAL- 
SECURITY DEPARTMENT LAUNDRY WORKERS INTERNATIONAL 
UNION 


Miss Horner. I do. 

Senator Dovuctas. Let the record show that the witness asked to be 
put under oath. Did you give to Mr. Saperstein or anyone else the 
carbon copies of your letters of transmittal of checks to Mr. 
Saperstein / 

Miss Horner. No, not prior to the day of the audit. 

Senator Doveras. So on the date of the audit you turned over to 
this committee the authentic copies? 

Miss Horner. That’s right. 

Senator Doveias. And no others? 

Miss Horner. That’s right. 

Senator Doveias. Were you in the room when the audit was made? 

Miss Horner. My office was in the room next to the one where they 
were making the audit. The vy were sitting at a desk. 

Senator Doveras. Who handled the checks for the social-security 
department, or who handled the letters of transmittal ? 
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Miss Horner. You mean whom I gave them to? 

Senator Dovetas. Yes. 

Miss Horner. I don’t remember whether it was Mr. Saperstein or 
the auditors. I don’t remember on that score. 

Senator Dovueias. Why didn’t you go into the room and help them ? 

Miss Horner. I pulled them. I would not help with an audit that 
someone else was doing. I pulled the checks and the transmittal forms. 

Senator Doveias. What order did you pull them in? 

Miss Horner. As I remember, they would say, “Give me the trans- 
mittal form, and so forth, for local 150, say, or local 2,” whatever it 
was. 

Senator Doveias. Who would ask you for that? Did Mr. Saper- 
stein ask you or would the auditors ask you ? 

Miss Horner. AsI remember, both of them did. 

Senator Ives. Which one finally determined it ? 

Miss Horner. They came in, as I recall; they would come.into my 
office and ask me to pull these transmittal forms and it might have 
been Mr. Saperstein or it might have been one of the auditors—I 
don’t remember. 

Senator Ives. Did they have a list as to what was to be pulled ? 

Miss Horner. I don’t believe so. As I remember, I believe it was all 
oral. 

Senator Doveras. Mr. Manwaring, did you lay out any plan for 
conducting this audit? 

Mr. Manwartrne. I did not. I am not an auditor, Senator. 

Senator Doveias. You are general counsel for the company. 

Mr. Manwarine. That is right. But I wouldn’t know how to lay 
out an audit even if I tried to plan for an audit. 

Senator Doveias. What did you converse about with Mr. Byers in 
your conversation with him ? 

Mr. Manwartne. Mostly small talk, Senator. We talked about the 
union business. We talked about his past history. I admired the 
rather ornate desk in his office. He told me something of the history 
of that—nothing about the laundry workers in our conversation. 

Senator Doveras. Wasn’t your place of duty in the other room 
where the audit was being conducted rather than having small talk 
with the president ? 

Mr. Manwartne. I do not think so; no. . 

Miss Horner. Senator, would it be out of order for me to introduce 
a letter in regard to the audit? 

Senator Dove.as. No, not at all. 

Miss Horner. I have a letter here. 

Senator Doveias. This purports to be a letter signed by Mr. Man- 
waring, under date of May 4, 1954, addressed to Mr. Sam J. Byers, 
president, Laundry Workers International Union, 30 West Washing- 
ton Street, Indianapolis, Ind. 


Deak Mr. BYers: It was a great pleasure to meet you last week when I was 
in Indianapolis and I enjoyed our visit very much. The audit of the group 
policy which you have with our company was very satisfactory. It showed that 
everything was in good order. 

We want to compliment you on the splendid way in which your records were 
kept, thus making it comparatively simple to make an audit. Our only regret 
is that our relationship had to be terminated. 

Sincerely, 


H. A. MANWARING, Counsel. 
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Mr. Manwaring, will you look at that and see if you wrote that 
letter ¢ 

Mr. Manwartine. I did. 

Senator Dovetas. Mr. Manwaring, there is no statement in this 
letter you were being coerced and told you had to complete the audit 
within 2 hours or get out, no statement about threats which were 
made to you. 

On the contrary, you go out of your way a week after the audit 
is made to compliment Mr. Byers on the splendid way you were 
treated and to praise the social security department for the way they 
kept their records, and it was simple to make an audit, the audit was 
satisfactory, everything was in good order, that you had a great deal 
of pleasure meeting him and enjoyed your visit. 

Senator Ives. Did you make that audit in 2 hours ¢ 

Mr. Manwarinc. Approximately so, Senator. 

Mr. Lercr. There were two parties involved in this audit, Mr. 
Lindsley and Mr. Nadalin ¢ 

Mr. Manwarine. That is right. 

Mr. Lerce. As I understand it, Mr. Lindsley was checking the copies 
of Miss Horner’s recap sheets, of the social security department. And 
Mr. Nadalin was checking your records. In other words, Mr. Lindsley 
was calling off dollar totals covering a certain number of workers, 
and it was up to Mr. Nadalin to make the decision as to whether the 
audit balanced or did not balance. 

Senator Atiorr. And make the check. 

Mr. Leece. And make the appropriate check. And the check was 
made not on the recap sheets, but on the records of the insurance com- 
pany. So I suggest it might be more appropriate to question Mr. 
Nadalin on this, and I am embarrassed to say at this time that we 
have not checked with Mr. Nadalin. But Iam not so embarrassed that 
I wouldn’t suggest it might be a good idea to get in touch with Mr. 
Nadalin. 

Senator DouciAs. Have you checked with Mr. Lindsley ? 

Mr. Leece. We have. We have interviewed Mr. Lindsley. 

Senator Doucias. Whiat did he say / 

Mr. Leecr. Mr. Plant interviewed him. I would prefer that Mr. 
Plant comment on the results of that interview. 

Mr. Puant. Mr. Lindsley stood by this memorandum briefly. I will 
correct counsel if he allows me. We did interview Mr. Nadalin in 
Chicago, and Mr. Nadalin stood by the memorandum which he wrote 
in which he stated that everything appeared to be all right. 

Mr. Leece. Mr. Chairman, I would like to move the admission of 
a letter signed by Mr. R. D. Lindsley on the letterhead of Security 
Mutual Life Insurance Co., dated May 7, 1954; and a letter of April 
30, 1954, signed by Mr. E. R. Nadalin, to Mr. T. Robert Wilcox. 
I move the admission of these documents into the record. 

Senator Doveras. They will be included. 

(The documents referred to were marked “Exhibits 16 and 17.) 





WELFARE AND PENSION PLANS INVESTIGATION 


EXHIBIT 16 
INTEROFFICE CORRESPONDENCE 
SECURITY MuTUAL LIFE INSURACE Co. 
BINGHAMTON, N. Y. 
May 7, 1954. 
To: Howard D. Brown, Auditor, Home Office 
Subject: Audit of Terminated Laundry Workers Union Group A. and H. case 

Dear Mr. Brown: On April 27 and 28, 1954, H. A. Manwaring, E. Nadalin and 
myself visited the offices of the International Laundry Workers Union at 
Indianapolis, Ind., for the purposes of conducting an audit of premium pay- 
ments received under the group A. & H. coverage between this union and the 
company. E. Nadalin, as a representative of the group department and myself, 
as a representative of the audit department, actually did the physical audit. 
You will recall, that you met us at Indianapolis upon completion of the audit 
and reviewed with us the procedures which were followed and the results of 
which were obtained. At that time, it was decided that the procedures that were 
followed were correct and the audit was classified as satisfactory. 

A spot audit was conducted which covered 35 locals, diversified as to geo- 
graphical locations, plan and size as selected by the group department. 

One hundred and twenty-eight premium payments were traced and verified 
from the transmittals from the various locals to the International Laundry 
Workers Union at Indianapolis. These premiums were in turn traced from the 
Laundry Workers Union Office to the Harlew Agency Office in Trenton, N. J. 
The Laundry Workers Union’s canceled checks for these payments to the Har- 
lew Agency were inspected and were found to be for the proper amounts and 
all of them had been deposited to the Harlew Agency bank account. The Har- 
lew Agency then drew its checks to the order of the company and reported the 
premium payments to the group department where the reports were reconciled 
and the premiums booked. The premium payments checked covered payments 
account the 35 locals and covered various premium payments during the years 
1951, 1952 and 1953. All premium payments received at the Laundry Workers 
Union Office at Indianapolis which were checked during this spot audit, were 
found to have been transmitted to the company through the Harlew Agency 
promptly. As a result of this spot audit, it is concluded that premium payments 
were transmitted to the company in the proper amounts and with a minimum 
of delay and that the company received all premiums to which it was entitled. 
The fact that this group A. & H. case was a money-maker would indicate the 
correctness of this conclusion. 

Sincerely, 
R. D. LINDSLEY, 
Senior Accountant. 


Exuipit 17 


CHICAGO, April 30, 1954. 
Mr. T. Roserr WILcox, 
Indianapolis, Ind. 
Re Audit of Laundry Workers: 


Dear Bos: I met Mr. Manwaring and Mr. Lindsley in Indianapolis for the pur- 
pose of making the audit on the above-captioned case. 

We went to the union office and met with Mr. Saperstein and Mr. Byers. 
After a short discussion, complete records on this case were turned over to us 
for auditing purposes. 

Bob Lindsley had approximately 35 folders from different locals. Of these 
35 folders, we made about 150 checks on entries that Mr. Saperstein sent to us 
against the following: 

1. The original summary report sent by the locals to laundry workers’ head- 
quarters. 

2. The transmittal letters sent to Saperstein with the premium. 

3. Saperstein’s letters to the home office. 

We also secured canceled checks, which we cross-checked against time elapsed 
in depositing, correct endorsement and the actual amount received by Saperstein, 
which he in turn forwarded to Security Mutual. 

After checking approximately 150 entries over a 3-year span on both large 
and small cases, we did not find any discrepancies, and all premium moneys 
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received by Saperstein were turned over to Security Mutual. The records on 
this case were neatly and efficiently kept by the laundry workers’ office 

This was not a complete audit, the reasons being it would take about 2 weeks 
to check all entries and I firmly believe that no discrepancy will be found with 
the figures received by the laundry workers and in the handling of the moneys 
by the laundry workers to Mr. Saperstein, to the home office. 

This Mr. Byers was very cold to the idea to having an audit, but Lew Sape1 
stein explained the circumstances that it was no reflection on his operation, but 
a request by the home office to show to the insurance department that there were 
no discrepancies. Although we only spent a couple of hours in checking these 
books, more time was utterly impossible to obtain. (These union boys are real 
tidgety when any audit comes around.) 

The only point that could not be checked from the records that we obtained 
was the eligible additions and terminations into the plan. This information 
could be obtained by going to one of the locals and cross-checking the mem 
bership file against employer payrolls, and by applying the eligibility require 
ments, find out if the proper number of people were reported by the employers 
to the loeai office. 

This would be a very detailed and tedious job, but if the information is 
needed, send me one of the folders on any local in this area and contact Lew 
Saperstein so local officials can be forewarned of this audit. 

I firmly believe that this case was handled properly because of the records 
presented to us, or brother, they have done a “hell” of a good job of presenting a 
set of phony records for us to check. 

Regards, 
BE. R. NADALIN. 


Senator Dove as. I now ask that a subpena be issued to Mr. R. D. 
Lindsley and for Mr. Edward Nadalin to appear in executive session 
before this committee. We will fix a date for appearance sometime 
next week. Where is Mr. Nadalin now / 

Mr. Pianr. In Chicago working for the United States Life In 


surance Co. 

Senator Doveras. I will ask that these gentlemen be subpenaed for 
next Wednesday at a quarter to 10 in the morning. 

Mr. Russeti. We can bring Lindsley, but I don’t know a thing about 
Nadalin. I don’t know where he lives. 

Senator AtLorr. You mean you will produce Lindsley without a 
subpena ? 

Mr. RussEiy. Sure, you don’t need to subpena him. 

Senator Doveras. ‘I think they should also be subpenaed to bring 
with them such records as may be in their possession and germane to 
this issue. 

Mr. Russewtx. All right. 

Senator Doueias. Counsel for the Binghamton Co. will acquaint 
them about that. 

Mr. Manwaring. Senator, you want all the records from which they 
made the audit, is chat correct ¢ 

Senator DouGras. Insofar as they retained any copies. 

Mr. Manwarine. That is right. 

Senator Doveras. I would like to ask, Mr. Plant: Do you have in 
your possession the carbon copies of the letters of transmittal or was 
that in the material which we subpenaed from Mr. Byers and which 
has not been produced ¢ 

Mr. Pianr. We only subpenaed from Mr. Byers, or from Miss 
Horner, the letters of transmittal pertinent to the two locals. We 
had originally issued subpenas for ones which we never could effect 
services of, wherein we asked the social security department to fur- 
nish us with photostats of all the letters of transmittal. 


62033—55—pt. 2——12 
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Senator Doveras. I will now ask that the subpena include either 
photostats or the originals of these letters. 

Miss Horner. Which ones, Senator, for what years? On this par- 
ticular audit ? 

Senator Doueias. We are asking for the 128 which were allegedly 
checked. 

Mr. Pitan. Give me the 128 which Mr. Lindsley has checked. 

Miss Horner. You want just the transmittal forms on those? 

Mr. Puant. Yes. 

Miss Horner. I can obtain those. I will have to go back and get 
them. That is going to be a job. 

Senator Doveras. I am afraid we will have to serve a subpena on 
you too, Miss Horner, in this connection. 

Miss Horner. You won't have to serve a subpena. I will be glad 
to supply them. I just said I would have to return to Indianapolis 
to get them. 

Senator DovGias. So that everything will be in due legal form, we 
will serve a subpena. This is no reflect tion on you, just so no techni- 
cality can later be raised by any astute sea lawyers. 

Mr. Leece. Mr. Manwaring, | in the course of your testimony, I be- 
lieve you have stated that Mr. Saperstein advised you late in Septem- 
ber following the discontinuance e of the $2,500 a month fee, that this 
policy was to be discontinued with the Security Mutual. 

Mr. Manwaring. That is right. 

Mr. Lerce. I refer you to your item 28, to the letter from Mr. 
Wickes to Mr. Saperstein, dated July 8, 1953, re Policy GA 1348, 
Trustees of the Soc ial Security Department, Laundry Workers Inter- 
national Union, A. F. of L. 


DeAR Mr. SAPERSTEIN: As I have stated to you several times, the Insurance 
Department of the State of New York has objected to our payment of adminis- 
tration fees on union group cases. Abiding by the recommendation of the 
insurance department, our company has decided that on and after October 1, 
1953, payment of administration fees will cease. This means that in the above 
case we shall continue to pay the administration fee of $2,500 monthly until 
the payment due in September 1953, which will be the last payment. 

We very much regret that it is necessary for us to take this action, and we 
regret the inconvenience this will cause you. 

Senator Doveras. That is under date of —— 

Mr. Leece. July 8, 1953. In September, if I understand your testi- 
mony correctly, Saperstein told you that as of October 1, or there- 
abouts, this policy was being transferred to another carrier. Is that 
true ¢ 

Mr. Manwarrine. He said it was to be terminated. 

Mr. Lerece. Was to be terminated ? 

Mr. Manwarinea. That is right. 

Senator Attorr. While you are on that, was that at the time of 
the 29th or 30th of September he told you that ? 

Mr. Manwarinea. That is right. But before that, we had known 
it. How we knew it, I can’t recall. 

Senator ALLorr. But you knew it even before that ? 

Mr. Manwartne. We knew it even before. 

Mr. Leece. At a meeting of the board of trustees of the social 
security department on October 5 and 6, 1953, Mr. Byers made a 
statement to the effect that in discussions with representatives of 
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Security Mutual, they had indicated that they were no longer inter- 
ested in writing union group business, and they were not interested in 
this case. I am asking you or Mr. Russell whether or not you had 
any discussions with Mr. Byers at which time you had made any 
statement of the type I have just mentioned that would indicate to 
Mr. Byers that you were no longer interested in this case. 

Mr. Manwarina. No, sir. 

Mr. Russeit.. No, sir. I never heard of that. 

Mr. Leece. Would you certify that this is a true copy of your 
item 28 4 

Mr. Russewn. Yes. 

Mr. Leece. With your permission, Mr. Chairman, I would like to 
move the admission of that item into the record. 

(The document referred to was marked “Exhibit 18.”) 


EXHIBIT 15 
Mr. Louis B. SAPERSTEIN, JuLy 8, 19538 
Harlew Agency, Inc., Newark 2, N./. 
Policy No. GA-1348. Trustees of the Social Security Department, Laundry 

Workers’ International Union, A. F. of L. 

Dear Mr. SAPERSTEIN: As I have stated to you several times, the Insurance 
Department of the State of New York has objected to our payment of adminis- 
tration fees on union group cases. Abiding by the recommendation of the 
insurance department, our company has decided that on and after October 1, 
1953, payment of administration fees will cease. This means that in the above 
case we shall continue to pay the administration fee of $2,500 monthly until the 
payment due in September 1953, which will be the last payment. 

We very much regret that it is necessary for us to take this action, and we 
regret the inconvenience this will cause you. 

Sincerely yours, 
H. B. Wickes, Vice President. 

Mr. Lerecr. If I understand correctly then, Mr. Manwaring and 
Mr. Russell, this case was not terminated at your request ? 

Mr. Russeiy. No. 

Mr. Manwarine. No. 

Mr. Russevi. It was not. 

Senator Doucias. “What was the answer ? 

Mr. Russet. I say it was not, to the best of my knowledge. 

Mr. Leecr. Your item 16—maybe it would save time if I pass these 
checks down, photostat copies, and ask you to identify them. 

Senator Dougias. Miss Horner, if you would care to leave the 
witness table, that is all right. 

Mr. Manwarinc. Mr. Leece, do you not have the originals of these ? 

Mr. Leece. I have them here. 

Senator Doveias. May I ask the staff if they subpenaed all of these 
$2,500 checks from Security Mutual? 

Mr. Lerce. I might say in response to that, Mr. Chairman, that 
most of these checks are in the hands of Mr. Hogan. Am I right, 
Mr. Russell ? 

Mr. Russeti. Yes. 

Senator Doveras. Who is Mr. Hogan? 

Mr. Leecr. District attorney of New York County. 

Senator Dove.as. I don’t suppose you have issued a subpena to Mr. 
Hogan. 
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Mr. Leece. We have made no attempt. I might say we are making 
reference to only those checks we think are pertinent to the documents 
in this case 

These are true copies of the checks ¢ 

Mr. Russet. Yes, sir. 

Mr. Lercr. The first one is a Security Mutual Life Insurance Co. 
Check No. 357998, dated July 9, 1952, payable to the trustees of local 
46, welfare and hotel division of the Laundry Workers International 
Union, A. F. of L., in the amount of $7,077.82. The endorsement, 
Central National Bank, Chicago, for deposit only, Hotel Laundry 
Workers International Union, Local 46, welfare fund. 

Senator Dovueias. Again this is a check which is shown not to have 
a personal endorsement. 

Mr. Lerce. That is right. The other is a Security Mutual Life In- 
surance Co. Check No. 17403, dated July 22, 1953, payable to the 
trustees of local 46, welfare and hotel division of the LWIU— 
Laundry Workers International Union—in the amount of $9,447.54. 
It is endorsed “Trustees of Local 46, Welfare and Hotel Division of 
the LWIU, A. F. of L., signed E. C. James.” 

We have had testimony earlier, despite an agreement between the 
trustees of this local 46 and the Greater Hotel Association in Chicago, 
that dividend payments by Security Mutual to this fund would be 
made payable to the social security department of the Laundry 
Workers International Union, Indianapolis. 

There is no record in the social security department of Indianapolis 
of having received this check for $9,477.84. 

As I understand it, Mr. Russell, this check represented a dividend 
payment made by Security Mutual in connection with the welfare 
fund of local 46? 

Mr. Russeiu. So I understand. 

Mr. Leecr. With your permission, Mr. Chairman, I would like to 
move the admission of these checks into the record. 

Senator Dovetas. In other words, what the chief counsel is trying 
to establish is that these checks went to Mr. James and the welfare 
fund of local 46 sent them to the social security department of the 
international. 

Mr. Russeti. Mr. Leece, are we presumed to have known that they 
should have been made payable differently / 

Mr. Lerce. No; I am not trying to attach any responsibility to 
Security Mutual. I am simply trying to get the checks certified at 
this time as true copies of the checks issued by Security Mutual. 

Senator Dovenas. Those shall be introduced into the record. 

(Obverse and reverse of checks Nos. 357998 and 17403 were marked 
“Exhibits 19—A, 19—B, 20-A, and 20-B.” ) 

Mr. Lerce. I have no further questions. 

Senator Dovetas. I have one question, if I may. Mr. Russell, you 
knew of this payment of $2,500 per month / 

Mr. Russeiu. Yes, sir; after that September. 

Senator Dovetas. Mr. Manwaring, did you know of this payment ? 

Mr. Manwarina. I did not. 

Senator Dovaias. You were counsel for the company, were you not ! 

Mr. Manwarina. I was. 

Senator Dovetas. Don’t you normally pass upon these matters ? 

Mr. Manwarina. No. 
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Senator Dovueias. Mr. Russell, did Mr. Manwaring know about 
this ? 

Mr. Russeii. Not tomy knowledge; no. 

Senator Doveras. Who did know about it ? 

Mr. Russexu. I presume Mr. Wickes and Mr. McKinney. They are 
the two who worked out the arrangement according to our files. 

Senator Doveas. There is a statement here that you had authorized 
the check. 

Mr. Russeiu. Yes; I saw that. 

Senator Dovetas. The check was for $20,000. 

Mr. Russetx. That is the part I don’t understand. I never knew 
that. All I know is that I was asked if I would approve the idea of 
paying $2,500 a month toward their expenses based on the representa- 
tion made in these letters, as we did in the distillers’ case. Since there 
was justification for doing it, the recommendation to me was there 
was justification for doing it and I concurred. 
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Senator Dovgias. Mr. Manwaring, when did you first find out about 
this $2,500 check ? 

Mr. Manwarrna. At the time of the notice of termination, the lette: 
that went to the laundry workers union advising them that the 
September check would be the last one. 

Senator Doveras. When you found out about it, where were these 
checks in your judgment going ¢ 

Mr. Manwarinc. To the Laundry Workers International Union. 

Senator DovuGias. Social security department or to the laundry 
workers union ¢ 

Mr. Manwarina. To the laundry workers union. 

Senator Dovguas. I have a memorandum here from Mr. MacIntyre. 
Mr. MacIntyre states that you told him that the $2,500 monthly pay 
ment went first to the social security department. 

Mr. Manwarine. I think Mr. MacIntyre must have been mistaken. 

Senator Doveias. Mr. MacIntyre, would you come forward again, 
please? Mr. MacIntyre, I hold in my hand a memorandum which 
you dictated for the files on December 21, the second page of which 
states: 

In addition to this service fee the company also agreed to pay $2,500 per month 
Manwaring says this payment to E. C. James was unknown to him until after 
Wickes had left the company. According to Manwaring, the $2,500 monthly 
payment went first to the social security department. Later the fee was paid 
to the union with a reimbursement for costs connected with trust agreements, 
legislation and enrollment expense (comment by MacIntyre: This statement is 
not true. See my memorand'm covering interview with Paul Ferencik, account 
ing department, concerning checks paid to E. C. James). 

I wonder if you would identify this paragraph. 

Mr. MacInryre. That is kind of complicated, $ Senator. 

Mr. Brsr. Senator, may I be excused for just a minute to come right 
back ¢ 

Senator Doveias. Before you do, 1 would like to have a comment 
from Mr. MacIntyre. 

Mr. MacInryre. I distinctly remember, Senator, first of all Mr. 
Manwaring’s telling me he did not know of the payment until—I don’t 
remember when, August, September, as I understand. My recollection 
is that after Mr. Wickes left the company, which by memory I think 
was in the middle of August of 1953 perhaps, but I am not certain by 
memory—perhaps September 1 

At that time Mr. Manwaring in addition to his other duties was a 
kind of a group supervisor during, I think, an examination of the 
company by the New York Insurance Department. That is my rec- 
ollection. 

Senator Dovcias. Was he not general counsel at that time / 

Mr. MacInryre. I believe he was, sir. 

Senator Doveias. You were general counsel at that time? 

Mr. Manwaring. I was. 

Mr. MacInryre. I wrote that, sir, but I have no recollection—in 
fact, I remember talking with both Mr. Manwaring and Mr. Ferencik 
and in talking with Mr. Ferencik in particular, because it was from 
him as I recall I first learned that instead of—that there had been an 
overpayment of $2,500 for 1 month. And I think tt was in April 
of 1952. 
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Senator Dovetas. Did you wish to be excused for a minute or two? 

Mr. Best. Yes, sir. 

Senator Doveias. Mr. MacIntyre, you state here that Mr. Man- 
waring told you that the $2,500 monthly payment went first to the 
social security department, not to Mr. E. C. James, as acting secre- 
tary-treasurer. 

Mr. MacIntyre. I so stated at that time, Senator. 

Senator Dovue.as. oe you remember his telling you that? 

Mr. MacInryre. No; I don’t. 

Senator Doucias. This memorandum was dictated on the 21st of 
December covering an interview on November 20. Is it not likely 
that your memory would be much better at a distance of 1 month than 
it now is at a distance of 4 months? 

Mr. MacIntyre. Senator, at this point if I may make a general com- 
ment, T have a new and fresh sympathy with people who testify as 
to “where were you on May 1, 1950.” It was impossible then and it is 
clear that after 3 or 4 months a lot of these things I don’t remember. 

Senator Dovaras. Mr. MacIntyre, I don’t think I am being unfair. 

Mr. MacIntyre. I don’t think you are, Senator. I didn’t mean to 
imply that. 

Senator Doveras. IT quoted a memorandum which you submitted. 

Mr. MacIntyre. Yes; I submitted that. 

Senator DouGias. But you now cannot remember whether or not 
this memorandum is true? 

Mr. MacInryre. No; I can’t remember the details of that conver- 
sation with Mr. Manwaring. 

Senator Doveias. Did you keep notes on this? 

Mr. MacInryrr. As I think I indicated earlier, Senator Douglas, 
it was my practice to take as extensive notes as possible during the 
course of an interview. 

Senator Doveias. You refer to a memorandum covering an inter- 
view with Paul Ferencik, accounting department, concerning checks 
paid to E. C. James? 

Mr. MacInrynre. Yes. 

Senator DovGias. Did you prepare such a memorandum ? 

Mr. Mactnryre. I assume [ did, sir. I have no recollection of it. 

Senator Doveras. A memorandum by Mr. MacIntyre covering an 
interview with Paul Ferencik. I will ask the staff to find that memo- 
randum. Thank you, Mr. MacIntyre. 

Mr. Russell, I would like to find out more about this Mr. Wickes. 

Mr. Russentn. Yes, sir. 

Senator Doveias. He has entered into this testimony a great deal 
When did he first come to the Security Mutual? 

Mr. Russeu.. He was employed first with our company as of July 
1, 1941. He came to us from a Canadian company. T don’t recall 
the name now. 

Senator DovcLas. Was he an actuary ? 

Mr. Russeiy. Yes,sir. He was employed by me as a vice president, 
and I hired him because of his actuarial background and his agency 
experience and his overall ability. That is the reason I hired him. 

Senator Dove as. He was made, as you say, the No. 2 man in your 
company. 

Mr. Russet. He was the No. 2 man in the organization. At that 
time we were writing only ordinary insurance. 
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Senator Dougias. Was it he who negotiated the original contract 
with Mr. Saperstein for the jewelry workers and then for the dis 
tillery workers? 

Mr. Russexy. In the jewelry workers’ case, Mr. Saperstein was not 
the original broker. He came into the picture. 

Senator Doueias. Who was the original broker / 

Mr. Russet. A Mr. Eitelberg. 

Senator Dovecias. And then the commission was divided between 
the two? 

Mr. Russeiu. Yes, sir. 

Senator Doveias. But he was with the company when the Distillery 
Workers 

Mr. Russet. Yes, sir. 

Senator Doueias. And when the Laundry Workers 

Mr. Russevy. Yes, sir. 

Senator Dove.as. In the spring and early summer of 1953 the 
Insurance Department of New York pressed you on this 10 percent 
commission, did they, according to this letter of July 7 # 

Mr. Russet. Yes. That started back a year before with the de- 
partment and it worked up to that date, yes. I beg your pardon; 
they did not press me on the 10 percent. It was on the $2,500, which 
we eliminated. But then I went to the department and I said: “1 
understood this 10 percent was out of line, that other companies were 
not paying it any more and I want to get away from it.” 

Senator Dovc.as. That the other companies were not paying it ¢ 

Mr. Russevt. May I give you an exact date ?/ 

Senator Dovuaguas. Yes. 

Mr. Russett. On July 16 of that year the insurance department had 
invited all group writing companies domiciled or authorized to do 
business in the State to come to the department. They asked them 
what rate of commissions they paid on union group cases, and what 
service fees or allowances. 

Mr. Wickes was there representing our company. When he re- 
turned home he reported to me that no company had admitted to 
paying a 10 percent commission. I then asked for a conference with 
the insurance department officials, and I went down and I said that 
I learned this and that I wanted to reduce our commissions, and what 
rate could I go to. 

I would have to do it gradually, because I had vested contracts and 
what not. What rate could I go to at which they would not criticize 
me?’ They finally agreed on 6 percent. 

Then henceforth we got busy and started to reduce them down to 
6 percent just as fast as we could. 

Senator Dove as. You served notice on Mr. Saperstein that you 
were going to do this? 

Mr. Russeuu. Yes, sir. 

oe Dovenas. Did Mr. Saperstein have his discussions with you 

r with Mr. Wickes during this discussion’ I take it he did not 

"hee, Russetn. I would believe that according to my record here | 
wobably discussed with him reasons why they had to be changed 
con ‘ause 

Senator Doveias. Were you discussing the revision of the Dis- 
tillery Workers’ contract ? 
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Mr. Russewy. All of them, all that we had, yes, sir. At first he was 
of the opinion that we had to pay it. It was a vested contract we 
had with them and we had to pay it under the law. But later on he 
agreed and voluntarily reduc a the cases which he kept with the com- 
pany to6 percent. We had no difficulty. 

Senator Dove.ias. Then did he serve notice he was going to trans- 
fer the insurance? 

Mr. Russe... You mean the other cases¢ The Laundry Workers’ 
case ¢ 

Senator Dovueias. The Laundry Workers. 

Mr. Russety. We were told when he was told that the $2,500 was 
being discontinued, as I recall it, he said that the trustees wouldn’t 
starid for that, or the officers—the elimination of the $2,500. 

Senator Doveias. Wouldn’t stand for the elimination of the $2,500 ? 

Mr. Russeiu. Yes. 

Senator Douetas. Did he say they would stand for the reduction 
of the commissions ¢ 

Mr. Russeti. That never entered into the discussion, as | remember 
it, on that particular case because it was gone. 

Senator Doveias. Did you continue the Distillery Workers? 

Mr. Russeiy. We have the distillers even today. 

Senator Doveias. You have those today ? 

Mr. Russetit. Yes. We reduced the commission from 6 and then 
clown to 3 and it is now to 1. 

Senator Dove tas. Down to one? 

Mr. Russevit. One. He no longer has any connection with any 

‘ases In Our company. 

Senator Doveias. When did you drop him out? 

Mr. Russetz. As of October 1, last year. 

Senator Doveias. After he had been indicted ? 

Mr. Russe... Yes, sir. He was going to bring suit for commissions 
that were accumulated. 

Senator Doueias. Had he been indicted or convicted of contempt ? 
Is that not true? 

Mr. Russet. Chronologically in time, I don’t remember. 

Senator Doverias. Convicted for contempt of the offense charged ? 

Mr. Russeti. Yes. But one of Mr. Hinman’s associates arranged 
or dealt with his attorney and we got a general release from Mr. 
Saperstein giving up any cases remaining on our books and we paid 
him off at that time. 

Senator Doveras. Let’s go back to Mr. Wickes. Did you have 
any conversation with Mr. Wickes in the summer of 1953 indicating 
that he intended to leave your company ? 

Mr. Russetu: I had the conversation just 2 weeks prior to the time 
he left. 

Senator Doveias. When was that, Mr. Russell ? 

Mr. Russet. He left us around the 28th of August. I would as- 
sume that the conversation was within 2 weeks. He had been away 
on a week’s vacation. I didn’t know where he was. 

Senator Dou [ AS. Did you know that he went to San Francisco? 

Mr. Russewy. I didn’t know it at that time. 

Senator Dove.ias. Did you later find out that he went there? 

Mr. Russeiy. He told me himself, because he told me he had been 
out in the surf playing with his grandchildren. 
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Senator Dove as. In the where? 

Mr. Russevv. In the surf. He had taken his shoes and socks off 
and burned his ankles to the point where he couldn't wear shoes. 
He was supposed to be in the office on a Monday morning and didn’t 
show up. I finally called and wanted to know if he was in town. 
He said, “I am ill; I can’t come in.” So I said, “All right, we will 
postpone our meeting until tomorrow,” and he didn’t come in Tuesday. 

He called me and asked me to come to the house to see him. | 
went to his home. He told me what had happened, just whatever he 
recounted. He said, “I have some news for you. 

Senator Dovenas. Did you find his ankles- 

Mr. Russeti. They were very much swollen. 

Senator Doveias. You inspected the ankles ? 

Mr. Russet. He showed them toto me. He said he had some news 
forme. I said, ‘*What’sthat?” He said, “I am resigning effective in 
2 weeks.” I said, “why?” “Well,” he said, “I was out in California 
as I have just told you, and my son-in-law is now permanently attached 
to the University of Southern California staff, and we have decided 
we want to live out with the children and the grandchildren, so we are 
going out there.” 

Senator Dovexas. California’s sunny climate beckoned to him. 

Mr. Russe. I suppose so, yes. 

Senator Doveias. And so he left in 2 weeks? 

Mr. Russewtw. Yes, sir, right in the midst of our examination. 

Senator Doveias. Did he tell you that he was to become an offi- 
cial of California Life Insurance Co. ? 

Mr. Russeiy. No, sir. 

Senator Dove.as. Did he tell you that he had bought an interest in 
California Life? 

Mr. Russexu. No, sir. 

Senator Doveras. Did he tell you that California Life was to get 
the transfer of the policy ? 

Mr. Russeix. No, sir. 

Senator Doveias. When did you first learn that California Life 
was to get the policy, or did get the policy ? 

Mr. Russewz. It was months after it was gone. 

Senator Dovetas. When did you learn that Mr. Wickes had become 
an official of California Life ? 

Mr. Russety. The first definite information I had was last October— 
October 1954—when my other former associate, Mr. McKinney— 

Senator Doveras. That is a year afterward / 

Mr. Russet. Yes, when Mr. McKinney, who now lives in Indian- 
apolis, told me that he had met Mr. Wickes in Indianapolis and he 
was there working on the laundry workers’ case. That is my first 
definite knowledge. 

Senator Doveias. For whom ? 

Mr. Russet. Working on the laundry workers’ case as a consultant, 

Senator Dovetas. He did not state what company he was connected 
with ¢ 

Mr. Russeiy. No, sir. 

Senator Dovetas. When did you find out what company it was? 

Mr. Russety. Rumor had it that he went with the California Life 
because two former employees of our company were employed by that 
company. 
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Senator Doucias. Who were they? 

Mr. Russeti. A man by the name of Hvassman, who had been an 
assistant of his in our office; and a Mr. Coleman, who was a claims man 
of ours. 

Senator Doveras. Did they go out to California Life after Mr. 
Wickes went out ¢ 

Mr. Russevt. Yes, Mr. Hvassman went about 2 months after Mr. 
Wickes. 

Senator Dove.as. Did he tell you where he was going ¢ 

Mr. Russewu. No, sir. 

Senator Dove.as. Did the other man tell you ? 

Mr. Russett. Mr. Coleman did, yes. He came to the office. 

Senator Dove.as. Did he tell you that Mr. Wickes was already 
there ? 

Mr. Russe.u. No, he did not. I gained just the impression from 
him that Mr. Wickes was a consulting actuary in the company, but 
that Mr. Wickes had talked to him about coming with the California 
Life. 

Senator Doveias. Was it a shock to you when you found out that 
Mr. Wickes had been making contacts with California Life and he 
then accepted a position with California Life, and then had the busi- 
ness which you formerly had ¢ 

Mr. Russextu. I was slightly more than astonished. I was very 
perturbed at their taking the second man—not the first man, whom I 
didn’t care about. I was quite annoyed that the second man left us— 
Mr. Coleman—because we thought very highly of him. But money 
speaks these days. 

Senator Doveias. Of course. We have a free labor contract. But 
no information was given to you that Mr. Wickes was dealing with 
the California Life at the same time 

Mr. Russet... He did give me this information when he left, that 
he was going to go into the consulting actuary business on his own, that 
he had a few contracts lined up, that he had to get out fast, and that 
is why he only gave me 2 wad’ notice. He had to get out quickly 
because he had some contracts waiting for him. 

We got a notice some weeks later, just addressed to the company, 
showing his office address. 

Senator Doueas. In San Francisco? 

Mr. Russet. In San Francisco. Then some weeks later we got a 
second notice showing that he was now associated with another 
actuarial firm. That is the last we have had. 

Senator Dovetas. But no account of his being associated with 
California Life ¢ 

Mr. Russet. No,sir. I did not know that he ever had any financial 
interest in it. 

Senator Doveias. Let the record show that we have made every 
effort to get hold of Mr. Wickes, and I would like to have counsel state 
for the record what our efforts have been. 

Mr. Lerce. A subpena calling for Mr. Wickes’ appearance before 
this committee last week was ser ved first on Mr. Wickes approximately 
2 weeks ago. Following the service of the subpena 

Senator Dovetas. Served on him in San Francisco? 

Mr. Lerce. Yes—TI received a wire from Mr. Wickes stating that 
he had had a hes art attack in January and had been confined to a hos- 
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al for about 8 weeks. ‘That subpena was served on March 4, 1955, 
try Deputy Marshal William Hannan in San Francisco. 

Mr. Wickes advised by wire that he had been confined to a hospital 
for approximately 3 weeks with a heart attack, and at the time of the 
service of the subpena was convalescing at home, was not working. 
He had consulted his doctor after recelving the subpena and had been 
instructed that he was under no circumstances to make a trip to 
Washington. 

I called Mr. Wickes and suggested that he advise Senator Douglas 
as chairman of the subcommittee as to his physical condition and 
also suggested that his doctor call me. His doctor did that, expl: ained 
his condition 

Senator Doucias. Would you state for the record the name of the 
doctor ¢ 

Mr. Lerece. I believe it is a Dr. Newman, Mr. Chairman, I am 
not sure. He was being treated by Dr. Wagner. We have since 
received a letter from Dr. Wagner certifying to his condition. Dr. 
W. W. Newman directed a letter to you on March 11, that was the 
letter that I suggested, and we have a letter from Dr. William F. 
Wagoner, M. D., 350 Post Street, San Francisco, dated March 15, 1955. 

Dr. Wagner, after diagnosing Mr. Wickes’ condition, concludes by 
saving “I ‘would be a little more definite and state that I do not fee] 
Mr. Wickes should undergo any such a venture for at least 3 or 4 
months,” the venture being a trip to Washington. 

Dr. Newman certified to about the same thing. I might also say 
that this week, Mr. Blake Turner, a member of the staff, was in San 
Francisco and took Mr. Wickes’ sworn festimony, and at the appro 
priate time I will move the admission of that testimony as a part of 
the record. 

Senator DowuGLas. This i IS a partial indication of some of. the diffi 
culties which this committee has experie need in getting some test) 
mony. 

Mr. Leece. Mr. Russell, two questions: No. 1, did Mr. Saperstein 
at any time, in conversations with you, indicate that he was contem 
plating an investment in an insurance company ¢ 

Mr. Russet. Yes, he did tell me. 

Mr. Lreece. Will you tell us generally the substance of that con 
versation ? 

Mr. Russeizi. As I reeall it 

Mr. Leece. When was it, first of all, Mr. Russell ? 

Mr. Russev.. | am sorry, I can’t give you a date. He was in the 
home office one day, and as I remember the conversation, came in 
and told me that he was considering making an investment in a life 
insurance company. I asked him why. “Well,” he said, “so IT have 
a company where IT can put business, that I can’t place with other 
COMpanhles, 

I said “You are foolish to do that because how can you be the owner 
of the company and also be the agent ?” 

Nothing much was said after that. Some weeks later, probab ly at 
the tail end of a conversation that we had with someone else in the 
home office, he told me over the telephone that he had thought my 
advice was sound and that he had sold his investment. 

Mr. Lerce. Do you know when he told you that he sold it? 
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Mr. Russeii. It was some weeks after that. This would 
must be a year ago. 

Mr. Leece. Was it before the time of Security Mutual 

Mr. Russeiz. I think Mr. Wickes was still with us when he told 
me that. 

Mr. Leece. That would have been before—— 

Mr. Russevy. August 1953. 

Mr. Leece. One final item. It is not immediately pertinent. But 
at the time we get to questioning other witnesses, I expect that it will 
be. Refer to your item 30, Mr. Russell: It isa letter from Sam J. Byers 
to Security Mutual on the letterhead of the Laundry Workers Inter- 
national Union, Social Security Department. 

Mr. Russeii. October 7, 1953. 

Mr. Lerce. The first paragraph. This is Mr. Byers: 

GENTLEMEN: Confirming verbal communication of our broker, Louis Saper- 
stein, to you prior to October 1, 1953, we regret to inform you that we have 
decided to terminate the above group policies as of the anniversary date, Oc- 
tober 1, 1953. 

Will you certify that this is a true copy of the original which you 
hold, Mr. Russell ? 

Mr. Russewu. Yes, sir. 

Mr. Leece. With your permission, Mr. Chairman, I move that that 
be made a part of the record. 

Senator Dovetas. That will be made a part of the record. 

(The document referred to was marked “Exhibit 21.”) 


EXHIBIT 21 


LAUNDRY WORKERS’ INTERNATIONAL UNION, 
SOCIAL SECURITY DEPARTMENT, 
Indianapolis, Ind., October 7%, 19523 
Re group policy numbers GR 1348 
SECURITY MUTUAL LIFE INSURANCE Co., 
Binghamton, N. Y. 

GENTLEMEN: Confirming verbal communication of our broker, Louis Saper 
stein, to you prior to October 1, 1953, we regret to inform you that we have 
decided to terminate the above group policies as of the anniversary date, Ov- 
tober 1, 1953. As you know, because of the method of accounting, the premiums 
generally are in arrears. We undertake to complete the payment of all pre 
miums due up to the termination date of the policies as soon as possible. 

We request payment to us of the amount left on deposit with you from pre- 
vious dividends declared together with accrued interest up to October 1, 1953. 

We understand that a final dividend will be paid by you as of the anniver- 
sary date, October 1, 1953, but we recognize that such dividend will not be 
paid until the premium accounting and claim settlements can be resolved. We 
would appreciate having an estimate as to what this dividend will probably 
amount to based on information now available. 

We understand that our agent, Mr. L. B. Saperstein, will contact you with re- 
spect to such details that may require discussion on account of the termination 
of our coverage with you. 

Yours very truly, 
SAM J. Byers, Chairman. 

Mr. Lerce. Senator Ives / 

Senator Ives. I have no questions. 

Senator Auxorr. I have 1 or 2 which I think might become perti- 
nent. I am referring to the agreement which you ‘made with Louis 
Saperstein on the 31st of March 1950. I notice that in the second 
paragraph of that you provided as follows: 
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Two, any and all moneys received as premiums by the agents are to be collected 
and held in the trust fund and shall be immediately turned over to the company 

Did you ever have any discussion of that paragraph with him after 
you entered into this contract with them 

Mr. Manwarine. No. 

Senator AtLorr. Did you regard him as, or was he a general agent / 

Mr. Manwarina. No. 

Senator Auvorr. Are premium payments in the course of ordinary 
life or ordinary group business, either one, ordinarily made to ordin: ary 
agents or just to general agents’ There is a difference, isn’t there / 

Mr. Manwaring. There is. No, they are ordinarily not made to an 
ordinary agent or broker. 

Senator Atvorr. But premium payments would in the ordinary 
course of business be made to general agents / 

Mr. Russet. That is right. 

Senator ALLorr. But did you not regard him as a general agent / 

Mr. Russevy. No. 

Senator At.torr. How did Mr. Saperstein get in on this jewelry 
case, do you know? Do you know any of those circumstances ? 

Mr. Manwaring. It was just there. Apparently he had a contact 
somewhere with some member of the International Jewelry Workers 
Union. 

Senator Atyorr. All you know is you started out with 1 agent and 
ended up with 2. Is that correct ? 

Mr. Manwarine. That is right. 

Senator Atitorr. Would you be sur prised to learn that Mr. Wi le ‘kes 
was negotiating for the California Life Co. prior to May of 195: 

Mr. Russexi. I would be astounded. 

Senator Atvorr. I think you will find out before we are through, 
that it is true. 

Senator Doveias. Have you finished your questions / 

Senator Atiorr. Yes. 

Senator Dovetas. No more questions. But let me say this. We 
should accord to counsel the right to submit questions to these gentle 
men if they will put them in writing tothe chairman. Mr. Van ‘Ripe r 
do you wish to address any questions / 

Mr. Van River. I have none at the moment and I think I will have 
none, sir. Thank you very much. 

Senator Doveétas. Mr. Levin, you are not representing Mr. Byers / 

Mr. Levin. No, sir; I am only representing myself, sir. 

Senator Doveras. Mr. Davis, whom are you representing ? 

Mr. Davis. I just represent Mr. Naddeo and Miss Tocci. I have 
no questions. 

Senator Doveias. Do any attorneys for Miss Horner or Mr. Byers 
haveany? Mr. James, do you have any questions ? 

Mr. James. No questions. 

Senator Doveuas. I take it then that counsel do not have questions 
to address to these gentlemen. 

We therefore can excuse them. I think we are through with you, 
except that we want Mr. Lindsley and Mr. Nadalin back here next 
week on Wednesday at 9: 45. 

Mr. Russeiti. We can’t produce Nadalin for you. 

Senator Doveras. Allright. Thank you, gentlemen. 
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Senator Atvorr. Mr. Chairman, I think we omitted to put in the 
record the agreement with Saperstein and the supplemental agree- 
ment to which I just referred. I would suggest that they go in. 

Senator Doveias. That will be done. 

(The document referred to was marked “Exhibit 22.”) 


: Exnurpir 22 


This contract made this 31st day of March 1950 between Security Mutual Life 
Insurance Co. of Binghamton, N. Y., party of the first part, hereinafter referred 
to as the company, and Louis B. Saperstein, of Newark, N. J., party of the 
second part, hereinafter referred to as the agent. 

It is hereby agreed: . 

1. As full compensation for all services hereunder, as well as in full satisfaction 
of all expenses incurred by the agent, the company hereby agrees to pay the 
ugent on the premiums collected in cash and accepted by the company on the 
social security department of the Laundry Workers’ International Union of 
America, A, F. of L. group insurance policies, a commission of 10 percent of 
such premiums. 

2. Any and all moneys received as premiums by the agents are to be collected 
and held in the trust fund and shall be immediately turned over to the company. 

3. The agent shall have no authority to make, alter, or discharge contracts 
or to waive any of the terms or conditions of said policy. 

4. If the agent shall fail to pay over on demand any moneys belonging to 
the company, this agreement shall immediately terminate and no further 
commissions shall be payable to the agent. 

5. No verbal representation concerning the terms and conditions of this con- 
tract has been made, and no agreement hereafter made concerning the same 
shall be binding on the company unless reduced to writing, and approved by 
the president, a vice president, or the superintendent of agencies of the company. 

6. The agent shall pay all expenses of conducting the business transacted under 
this contract, and shall save the company harmless therefrom. 

In witness whereof, the parties have hereunto set their hands as of the date 
first above written. 

SECURITY MUTUAL LIFE INSURANCE Co. 
By Roperr H. Konun, 
Secretary, Agency Department. 
LouIs B. SAPERSTEIN, 
Agent. 
THERESA WHITMAN, 
Witness. 


Supplemental to a contract dated March 381, 1950, between Security Mutual Life 
Insurance Co. of Binghamton, N. Y., party of the first part, hereinafter referred to 
as the company, and Louis B. Saperstein of Newark, N. J., party of the second 
part, hereinafter referred to as the agent. 

It is hereby agreed that the company will pay to the agent on the premiums 
collected in cash and accepted by the company on the social security department 
of the Laundry Workers’ International Union of America, A. F. of L. Group 
Insurance a service fee of 0.526316 percent of such premiums. 

Dated at Binghamton, N. Y., this 31st day of March 1950. 

SECURITY MUTUAL LIFE INSURANCE Co. 
By Ropsert H. Konn, Secretary, 
Agency Department. 
Louis B. SAPERSTEIN, Agent. 


Senator DoucLas. Mr. Levin, we subpenaed you. 

Mr. Levin. Yes, Your Honor. 

Senator Dovucias. Will you come forward? Will you raise your 
right hand? Do you solemnly swear that the evidence which you are 
about to give will be the truth, the whole truth and nothing but the 
truth, so help you God ¢ 















WELFARE AND PENSION PLANS 







INVESTIGATION 


TESTIMONY OF LEONARD LEVIN 





Mr. Levin. I do, sir. 

Senator Dovcias. I am going to ask the chief counsel to state why 
we subpenaed you. 

Mr. ae . Mr. Sam J. Byers is the president of the Laundry 
Workers International Union and he is B chairman of the social 
security department, Laundry Workers International Union of 
Indianapolis. 

The investigation showed, and there has been testimony today to 
the effect that something in the neighborhood of $900,000 in premiums 
was diverted from the insurance carriers in this case. There was 
also some indication, there was testimony, in fact, to the effect that 
this money had been returned to the international union pursuant to 
an arrangement entered into between Mr. Saperstein and representa- 
tives of the international union. One of the items called for in the 
subpena was— 
sufficient records of the Laundry Workers International Union from which you, 
Mr. Byers, can testify as to any moneys received by Eugene C. James as an officer 
of the Laundry Workers International Union or received by the Laundry Workers 
International Union from Louis B. Saperstein, Harlew Agency, Inc., Harlew 
Agency of Illinois, Harlew Agency of California, during the period from April 1, 
1950, through September 30, 1954. 

That subpena was served personally on Mr. Byers by Mr. Plant, 
member of the staff, on March 10, 1955, at the New Congress Hotel, i 
Chicago, Ill., room 568. 

On March 17, the day set for Mr. Byers’ appearance before this 
committee, Mr. Byers was not present. He was in Washington, but 
did not appear before the committee. Mr. Leonard Levin did appear 
in his place and represented himself as counsel for Mr. Byers. 

He made the plea at that time that Mr. Byers was in a Washington 
hotel, ill, and was unable to appear before the committee. 

He brought with him a certificate from a Chicago doctor, and I 
believe a Washington doctor, certifying to—— 

Mr. Levix. What was the name of the Washington doctor? 

Mr. Lerce. Dr. Grennan. 

Mr. Levin. Just the name, not a certificate from him. 

Mr. Leecr. Certifying to the fact that Mr. Byers’ physical condition 
was such that appearance before this committee would be undesirable. 
The committee called Dr. Grennan, took testimony as to Mr. Byers’ 
physical condition based on Dr. Grennan’s examination of Byers, and 
no further efforts were made at that time to enforce Mr. Byers’ 
pearance before this committee. 

Senator Dove as. In other words, the committee gave Mr. Byers 
every possibility. 

Mr. Leece. On Tuesday or Wednesday evening of this week I called 
Mr. Levin at his office in Chicago—I am sorry. I might state that at 
the time of Mr. Levin’s appearance before the subcommittee as counsel 
for Mr. Byers, he was asked whether or not he had with him the records 
subpenaed of Mr. Byers. He did not have such records. 

He was asked whether or not he had read the subpena. As I recall 
he indicated that he had not. Needless to say, the committee did not 
get the records. 
32033—5 
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When the public session on this case was scheduled for Thursday of 
this week, on Tuesday evening I believe I called Mr. Levin in Chicago 
and asked him whether or not Mr. Byers would be present for the 
public hearings. 

As I recall, he told me—my recollection is, and there is a memo- 
randum in the files of my office, I don’t have it at the moment, that 
was made contempor aneously with this call—my present recollection 
is that Mr. Levin’s answer to my question as to whether Mr. Byers 
would appear, was that he did not know. 

I then asked him whether he would be represented by counsel. My 
recollection is that Mr. Levin said he did not know. T then asked Mr. 
Levin if he was counsel for Mr. Byers. He said no. 

I asked him whether or not anybody would be representing Mr. 
Byers at this public hearing. His statement to me was that he, Mr. 
Levin, intended to do nothing about it. At that time I took the matter 
up with the chairman and ‘other members of the committee and a 
decision was made by the committee to subpena Mr. Levin for appear- 
ance here today. 

Senator Doveras. I wonder if you would state what Mr. Levin’s 
reply was to you when you asked him to produce the documents in 
question / 

Mr. Leece. He stated he intended to do nothing about it. 

Senator Dove.as. Is that an accurate statement of what he said ? 

Mr. Leece. That is my present recollection, Senator. As I say, I 
did prepare the memorandum. 

Senator Dove.as. This conversation was very recent; and although 
a lot of things have happened, are you willing to say that that is 
what he did say ? 

Mr. Lerce. Yes, I am. 

Senator Doveias. What do you have to say? 

Mr. Levin. May I make my position clear, if the committee please ? 

Senator Doveras. Certainly. 

Mr. Levin. From the first time I came to Washington last week, I 
came to W ashington a week ago last Tuesday at the request of my 
client, Mr. E. C. James, who is ‘subpenaed before this honorable com- 
mittee to appear here as a witness. 

At the time I came to Washington with Mr. James, I knew that he 

was going to invoke the fifth amendment. However, when I ap- 
peared before your honorable committee last week, I was not at liberty 
to tell the committee that he was about to invoke the fifth amendment 
because that would have been a violation of privileged communica- 
tion between attorney and client. 

Senator Doveias. We are not asking you about your relationship 
to Mr. James. We are asking you about your relationship to Mr. 
Byers. 

Mr. Levin. That is leading up to it, sir. While in Washington on 
Wednesday of last week, Mr. Byers had an attack. He also obtained 
a certificate from Dr. Gray in Chicago in which he was told not to 
appear before the committee as it would endanger his health. 

At that time when he had the attack, I was asked by him to appear 
before this honorable committee and present the certificate from Dr. 
Gray and explain to the committee why he could not appear. 
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Senator Dovéuas. 
Byers / 

Mr. Levin. I became the attorney for Mr. Byers when he asked 
ne to appear before the committee with the certificate from the doctor 
and not before. 

Senator Dovc tas. Did you not testify 
you saw the subpena ¢ 

Mr. Levin. Yes, sir, ] saw the subpena. 

Senator Dovcias. Where did you see the subpena ‘ 

Mr. Levin. I saw the subpena in Mr. Byers’ hotel room. 

Senator Doveias. That morning / 

Mr. Levin. Yes, sir. 

Senator Doveias. You had not seen it in Chicago ¢ 

Mr. Levin. No, sir. As a matter of fact, sir, I did not see Mr. 
$yers until he arrived in Washington late Tuesday afternoon. I had 
never seen Mr. Byers before nor had I discussed this with him before. 

Senator AutLorr. You mean never in your 
before / 

Mr. Levin. I mean in connection with this. Yes, 1 had seen him 
before, sir. I have seen him before in connection with my repre- 
sentation of local No. 46 of the International Laundry Workers’ 
Union. 

Senator DouGLas. So your position is you are only the attorney for 
Mr. Byers on this one appearance last week 

Mr. Levin. Yes, sir. 

Senator Doveias. But after you appeared before us, you ceased 
to be his attorney / 

Mr. Levin. Absolutely, sir. Further than that, I then decided 
that I did not want to appear disrespectful to this committee, and 
therefore did not come to represent Mr. James, although that was the 
primary purpose of my trip to Washington. I did not in one instance 
intend to appear before this committee and present a certificate from 
a doctor to the effect that he could not appear, and then come with 
another witness whom.I knew was going to invoke the fifth amend- 
ment. 

Mr. Lrecr. Mr. Levin, as counsel for Mr. Byers, it would seem to 
me that you should not put the committee in the position of accepting 
conditions that you choose to set down. In other words, you chose to 
represent Mr. Byers as counsel for the purpose of presenting to the 
committee a doctor’s certificate certifying as to his physical condition. 

Mr. Levin. Yes, sir. : 

Mr. Lercr. But you accept no responsibility as counsel for that 
same witness concerning the production of records subpenaed of that 
witness. 

Mr. Levin. Again I don’t want to appear disrespectful, but I don’t 
believe that an attorney has the responsibility as to whether a client 
does or does not produce documents that he is called upon to produce 
under a subpena. 

Mr. Leece. Don’t you think you have a responsibility as counsel 
for that client ? 

Mr. Levin. I was only counsel for Mr. Byers with respect to pre- 


senting the certificate of the doctor and advising the committee as 
to his ‘condition. 


When did you become 





the attorney for Mr. 


before this committee that 


life had you seen him 
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Mr. Leece. Aren’t you setting your own conditions when you act 
in that capacity ? 

Mr. Levin. I don’t believe so. 

Senator Atnorr. Don’t you think you had an obligation to this 
committee to disclose this relationship’ 

Mr. Levin. What relationship, sir? 

Senator Autxiorr. This very limited relationship of attorney and 
client. 

Mr. Levin. No. I think I stated before 

Senator Aiorr. Wait a minute. I want you to answer that ques- 
tion. Don’t you think you had a duty to disclose to this committee 
that limited relationship which you now set forth? 

Mr. Levin. Not without telling this committee the fact that I came 
dewn here primarily to represent t Mr. James, who was going to invoke 
the fifth amendment; and that I could not do until he appeared 
before the committee because I would then be in breach of the priv- 
ileged communication. 

Mr. LrEce z. Mr. James appeared before this committee alone. 

Mr. Levin. I know that. 

Mr. oe E. He was asked whether or not he had counsel. 

Mr. Levin. That is right. 

Mr. Leece. But I didn’t see you in the committee room at that 
time, Mr. Levin. 

Mr. Levin. I just mentioned that after I appeared before this com- 
mittee, I then decided I would not appear with Mr. James. 

Senator Auxiorr. I want to get back to this one proposition. I asked 


you last week about what your duty here is. Mr. Leece had previ- 
ously asked you several questions about this subpena and whether 
you had seen it. You said that you had looked at it, but you hadn’t 
noted the items that were asked for. 

Mr. Levry. That’s right, sir. 

Senator Atuorr. You said, 


I have no documents in my hands, sir. The only documents I know of are 
the documents that Miss Horner has with her here today. 

Mr. Leece. Did you check the list of documents requested in the subpena 
served on Mr. Byers? 

Mr. Levin. No, sir. 

Mr. Leece. In other words, Mr. Byers is not present, and you have no knowl- 
edge at the moment as to whether the documents that he was asked to bring 
with him are in your possession or in the possession of Miss Horner at the 
moment? 

Mr. Levin. That is correct. 


Then I asked you for your residence. I asked you: 


You are counsel for him, personally, or for the union? 

Mr. Levin. I represent Local No. 46 of the International Laundry Workers 
Union in Chicago, IL, sir. 

Senator ALLotr. And you came to Washington with Mr. Byers? 

Mr. Levin. Yes, sir, I met him here. 

Senator ALLorr. You met him here? 

Mr. Levin. Yes. 

Senator ALLoTT. When? 

Mr. Levin. Tuesday. 


Then we went on. With all of that, I also asked you this question: 


Senator ALLott. And this man— 
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referring to Mr. Byers— 


and your representation of him is of sufficient importance for you to come from 
Chicago to Washington, and you never examined the list of documents required 
under the subpena? 

Mr. Levin. That is right, sir. 

Senator ALLotr. How long have you been practicing law? 

Mr. Levin. Twenty-some years, sir. 

You were asked those extensive questions by Mr. Leece. You were 
questioned at some length, and I am sure with some fervor, by myself 
about this matter. Yet you never disclosed to this committee any- 
thing but that you had come down here to represent Mr. Byers, and 
that | your relationship with him was such as that of a counsel and his 
client, did you? 

Mr. Levin. No, I don’t believe so, sir. I believe I did say some- 
where in there that I came down with Mr. James to represent him. 

Senator Dovuaias. Do you now represent Mr. James / 

Mr. Levin. In connection with these proceedings, no, sir. 

Senator Doueias. You have terminated your relationship with Mr. 
James? 

Mr. Levin. As far as these proceedings are concerned, yes, sir. 

Senator Dovatas. But you are still the attorney for local 46? 

Mr. Levin. That’s right, sir. 

Senator Atyorr. Mr. Levin, I want to ask you further. You testi- 
fied that the office of the Illinois Harness Horsemen’s Association 1s in 
your office—that is, had been in your office. 

Mr. Levin. Yes, sir, Senator. 

Senator Atuorr. And Mr. James was the head of that association ? 

Mr. Levin. Was, yes, sir. 

Senator Atxorr. Is that the only capacity in which you ever repre- 
sented Mr. James? 

Mr. Levin. Do you mean in the Illinois Harness Horsemen’s—no, 
sir. I represented him in connection with some personal matters that 
he had, sir. 

Senator Doveras. Did you represent the Illinois Harness Horse- 
men’s Association ? 

Mr. Levin. Yes, sir. 

Senator Dovuetas. Do you still represent them ? 

Mr. Levin. No, sir. 

Senator Dovcias. When did you cease to represent them? 

Mr. Levin. If the committee please, that is a question that I cannot 
answer by giving a specific date. It was either in January or in May. 

Senator Dovaras. That is, you represented the Illinois Harness 
Horsemen’s Association as long as Mr. James was the accredited 
official ? 

Mr. Levin. That’s right, sir. 

Mr. Lerce. I would like to s: ay that at the time you appeared before 
the committee, Mr. Levin, as counsel for Mr. Byers, you undertook 
certain responsibilities as counsel for Mr. Byers. One of those re- 
sponsibilities was that of making certain that your client’s subpena was 
Gascved, or that some reasonable explanation could be given for the 
nonproduction of those records. 

I do not feel at this time that the committee should accept your state- 
ment that as of today you don’t represent Mr. Byers. 
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Mr. Levin. I don’t represent Mr. Byers. 

Mr. Leece. And therefore divorce yourself of any responsibility 
concerning the question of whether or not Mr. Byers responds to the 
committee's subpena, with particular reference to the documents 
subpenaed. 

Senator Atiorr. I would like to do this. I think the witness made 
the statement that he thought he had made the statement to us that he 
represented Mr. James here. In the brief time I have had, I have been 
trying to run through his testimony. I do not find that he made any 
such statement except in relation to Mr. James’ connection with the 
Harness Association. 

I think in all fairness to him and the witness we should permit him to 
examine this testimony; and if he didn’t refer to representing Mr. 
James here, he should be permitted to have that read into the testrmony 
so he is corrected on the point. 

Senator Dove.as. And the transcript will be read by you in Mr. 
Levin’s presence and the members of the staff. 

That is all. The committee will later consider what shall be done 
with this case. 

We will adjourn now. It has been a long session of almost 5 hours. 
We will meet tomorrow at 10. I want to emphasize that the members 
of the committee are also working under a very heavy strain in this 
case. We have been meeting almost steadily each day. The duties of 
the floor and our offices have suffered very much, and our other 
committees. 

We have met all day last Saturday in order to accommodate witnesses 
from California. I cannot push the endurance of my colleagues by 
such a session tomorrow. The Senator from New York has to have an 
operation tomorrow. We will meet at 10 o’clock, but we will adjourn 
promptly at 1 o’clock. 

We will examine those witnesses whose testimony we think is most 
vital and who are in the most urgent personal situation. Mrs. Monte- 
fusco was Mr. Saperstein’s assistant, but no longer is with Mr. Saper- 
stein and has another position. 

She informs us that she got a 5-day leave from her new employer, 
but will lose her job if she is not back on Monday. We think her case 
is the most urgent. So we wiil hear her and, if possible, Mr. Dooley ; 
but we cannot promise to hear everyone who is demanding to be heard 
tomorrow. It is just phy. sically impossible. 

Senator Ives. Mr. Chairman, before you go any further, you men- 
tioned my operation tomorrow. I want to point out it is a very minor 
operation— a bad tooth. 

Senator Atxorr. I feel obliged to say that Mr. Griffin who stands 
here stopped me as I walked out also and said that Mr. Dooley was 
here. 

Mr. Grirrin. That is right, Mr. Dooley and Mr. Faris. 

Senator Doveras. I want to say that Mr. Dooley and Mr. Faris are 
gentlemen of means and have the financial resources to stay over. 
T hey will not lose their positions by testifying on Monday rather than 
Saturday. Mrs. Montefusco may ‘lose her position. I therefore rule 
that her case is most urgent and that we will hear her first. 

We will hear such other witnesses as time permits. 
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Mr. Levin. Mr. Chairman, may I ask you a question, sir? Am I 
to consider myself under a continuing subpena, sir? 

Senator Doveias. | would say so, until we finish the hearing 

Mr. Levin. Sir, may I point this out respectfully 

Senator Doveias. But you do not have to stay here in Washington 

Mr. Levin. I see, sir. Thank you, because I came with not even a 
toothbrush. I left directly from my office immediately upon receiving 
the subpena, and flew out here. 

Senator Dovetias. The committee will be in recess until tomorrow 
at 10 o’clock. 

(Whereupon, at 7:05 p. m., the committee recessed until Saturday 
morning, 10 a. m., March 26, 1955.) 
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SATURDAY, MARCH 26, 1955 


Unrrep Srares SENATE, 
CoMMITTEE ON LABOR AND PuBLIC WELFARE, 
SUBCOMMITTEE ON WELFARE AND PENSION FUNDS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:04 a. m. in room 
P-63, United States Capital, Senator Paul H. Douglas (chairman) 
presiding. 

Present: Senators Douglas and Allott. 

Also present: William A. Leece, chief counsel and staff director. 

Senator Doveias. The committee will come to order. 

The chairman said last night we have had many requests from 
people to testify today, many more requests than we are che to meet, 
but we are trying to pick out the more urgent cases. 

I announced last night that Mrs. Montefusco would be permitted to 
testify today because if she is held over until Monday, she may lose 
her new position. 

Mr. Cheaiee Naddeo, who is in the room, has produced a doctor’s 
certificate that he is in bad health, and we don’t want to subject him 
to unnecessary strain. 

So I am going to ask Mr. Naddeo to take the stand first and then 
Mrs. Montefusco. 

Mr. Davis. Does the committee object to having Miss Tocci sit up 
so she may assist Mr. Naddeo? 

Senator Douenas. Oh, no. Miss Tocci, will you come forward 
please ? 

You understand, Miss Tocci will not answer for Mr. Naddeo. 

Mr. Davis. Unless she is asked by the committee. 

Senator Doveias. Yes. Mr. Naddeo, will you raise your right 
hand? 

Do you solemnly swear that the testimony which you are about to 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 


TESTIMONY OF CHARLES NADDEO, PHILADELPHIA, PA., AND 
CARMELA TOCCI, COLLINGSWOOD, N. J. 


Mr. Nappeo. I do. 

Senator Doveias. Miss Tocci, will you raise your right hand? 

Do you solemnly swear that the testimony which you are about to 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Miss Tocct. I do. 
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Senator Dove tas. Mr. Naddeo, will you give your name, address, 
and business position for the record ¢ 

Mr. Nappro. Charles Naddeo, 320 Brookline Boulevard, Phila- 
delphia. 

Mr. Lerece. What is your present occupation / 

Mr. Nappeo. irithetahtsonsal vice president, Laundry Workers Union. 

Mr. Leece. Are you identified with any local of the international 
union ? 

Mr. Nappro. Vice president. 

Mr. Lerce. Vice president ? 

Mr. Nappro. Vice president of local 10. 

Mr. Leece. That is in Philadelphia ¢ 

Mr. Nappgro. Yes, sir. 

Mr. Leece. Are you identified officially with any other labor union? 

Mr. Nappeo. Yes, I am identified with the Can Workers Union. 

Mr. Leece. That is the Can Workers Union ? 

Mr. Nappro. Yes, sir. 

Mr. Leece. What is your position with them ? 

Mr. Nappro. Secretary-treasurer. 

Mr. Leece. Is that a local? 

Mr. Nappgo. It is a local union. 

Mr. Leece. The number of the local ? 

Mr. Nappro. 22623, AFL. 

Mr. Lerce. Are you identified with any other labor union? 

Mr. Nappeo. I am with the Cleaners and Dyers. 

Mr. Leece. What is your job with Cleaners and Dyers? 

Mr. Nappro. Vice president. 

Mr. Lesce. Of a local union? 

Mr. Nappro. Yes, sir. 

Mr. Leece. What is the number of that local ? 

Mr. Nappro. Eighty-five. 

Mr. Leece. That is in Philadelphia, also? 

Mr. Nappgo. Yes, sir. 

Mr. Leece. Do you have a position, official position, with any other 
union ¢ 

Mr. Nappgo. No, sir. 

Mr. Leecr. It is the Can Workers, the Cleaners and Dyers, and the 
Laundry Workers? 

Mr. Nappeo. That is right. 

Senator Doveias. Mr. Naddeo, what is your salary as an official of 
the laundry workers? 

Mr. Nappeo. $200 a week. 

Senator Dovetas. $200 a week, multiplied by 52 weeks is $10,400 
a year. 

What is your salary as an official of the Can Workers Union? 

Mr. Nappgo. $250 a week. 

Senator Dove.as. $250 a week multiplied by 52 is $15,600. 

What is your salary 

Senator Auvorr. I don’t think that is right. 

Senator Doveras. I beg your pardon. I have overstated that. It is 
$13,000. Thank you, Senator Allott. That was the Can Workers 
Union. Let the record stand corrected. It is $13,000, not $15,600. 

What is your salary as an official of the cleaners and dyers? 

Mr. Nappeo. No salary. 
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Senator Doveias. What is your salary as vice president of the 
laundry workers ¢ 

Mr. Nappro. $75 a week. 

Senator Dove.as. $3,900 a year. You are not a trustee of the fund, 
are you? 

Mr. Nappro. No, sir. 

Senator Dougias. Are those your total salaries / 

Mr. Nappro. Yes, except $2,000 from the social security department. 

Senator DouGuas. $2,000 from the social security department ¢ 

Mr. Nappro. Yes. 

Senator Dovuaguas. Is that a salary or is that the 5 percent ¢ 

Mr. Nappro. That is part of the 5 percent. 

Senator Doua.ias. Well, we will consider that later. 

Mr. Nappego. All right. 

Senator Dovc.as. So, if my arithmetic is correct, your salary from 
these three unions amounts to $27,200 a year—it is $27,300. 

Go ahead, Mr. Leece. 

Mr. Lerce. How long have you been an official of local 10, Mr. 
Naddeo? 

Mr. Nappro. Since 1937, 

Mr. Lerce. Have you been vice president since 1937 ¢ 

Mr. Nappgo. Yes, sir. 

Mr. Leecr. Have you been identified with the International Laun- 
dry Workers Union since that time ? 

Mr. Nappro. I have been identified with the Laundry Workers 
Union since 1940, 1 think. 

Mr. Lerce. 1940? 

Mr. Nappeo. About 1940. 

Mr. Lerce. Now, the Laundry Workers International Union has a 
national welfare fund ¢ 

Mr. Nappro. Yes, sir. 

Mr. Lerece. Do your members in local No. 10 come under the national 
program ¢ 

Mr. Nappro. Yes, sir. 

Mr. Leece. When did they become affiliated with the welfare fund 
of the international union ¢ 

Mr. Nappeo. It started in November 1952 

Mr. Leece. November 1952? 

Mr. Nappgo. Yes, sir. 

Mr. Leecr. Now, are you a welfare deputy for the social security 
department / 

Mr. Napprgo. Yes, sir. 

Mr. Lerce. Were you appointed at that time as a welfare deputy 4 

Mr. Nappro. Well, right after that; sometime after. 

Mr. Lerece. Gener cally, what are your duties as a welfare deputy ? 

Mr. Nappro. To screen the cases that come in. 

Mr. Lerce. Well, can you be a little more specific, Mr. 
What do you mean by screening claims, as they come in ? 

Mr. Nappeo. Well, a case comes in and we turn around and look at 
it to see everything is all right. 

Mr. Lerce. When you say a claim, you are speaking of a form that 
a member of local 10 submits? 
Mr. Nappro. Yes, a member submits a form. 


Naddeo ? 
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Mr. Lerce. Claiming reimbursement for medical or hospital ex- 
penses ? 


Mr. Nappeo. Yes. 

Mr. Leece. Who does the actual screening? 

Mr. Nappgo. Well, I do, and Miss Tocci does. 

Mr. Lerce. Anybody else? 

Mr. Nappro. Well, the screening—actually, she and I do must of it. 

Senator Atitorr. What did you say? 

Mr. Nappro. I guess we do most of it. 

Mr. Leece. You and Miss Tocci? 

Mr. Nappgo. Yes. 

Senator Atiorr. I have a hard time hearing, Mr. Naddeo. I don’t 
know what the difficulty is. 

Mr. Leecr. Does that involve any outside work on your part, the 
sc cae of these claims? 

Mr. Nappro. Well, it involves a little outside work ; not too much. 

Mr. Ter E. What would that consist of ? 

Mr. Nappro. Well, for instance, a girl would call up, one of the 
members will call up, and she just can’t get her claim, you know, right 
over the phone, and this and that. 

I mean, talking to Miss Tocci. If I am passing in the neighborhood 
I will tell Miss Tocci to make a note of it and I will stop in, see, and 
glance at it. 

I will tell her to just go to the doctor and get it straightened out. 
Mostly, we run into a lot of date difficulties; that is most of our 
difficulty. 

Mr. Lercr. Date difficulties? 

Mr. Nappro. Yes. I mean, they get the dates wrong on the forms 
from the doctors and all. I mean, that is most of our difficulty. 

Mr. Lerce. I have a document in my hand, Mr. Naddeo, which pur- 
ports to be an agreement entered into on November 10, 1952, naming 
you as a welfare deputy of the social security department of the 
Taundry Workers International Union. 

I am going to pass it down and ask you if you will identify that as 

a true copy for the arrangements entered into between you and Mr. 
By ers. Can you identify your signature on the reverse side as your 
signature ? 

“Mr. Nappeo. Yes, that is my signature. 

Mr. Lerce. I am reading from one of the paragraphs in this agree- 
ment: 


The social security department shall allow such sum to the welfare deputy 
as may be allowed by the Security Mutual to the social security department on 
premiums covering the persons insured by the Security Mutual through the so- 
cial security department in the geographical area assigned to the welfare dep- 
uty to defray the costs and expenses of the welfare deputy. 

Should any surplus remain after payment of said items, then it may be re- 
tained: Provided, however, That such surplus shall be reported as income in ac- 
cordance with the law. 


Now, what sum is allowed to you by the social security department 
as a welfare deputy monthly ? 

Mr. Nappro. What sum? 

Mr. Lrerce. Yes. 

Mr. Nappro. You mean the percentage? 

Mr. Lerce. Yes. 
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Mr. Nappro. They say 5 percent. I mean, we always say five per- 
cent. 

Mr. Leece. Five percent of what ? 

Mr. Nappro. The way I understand it, it is 5 percent of what goes 
into the insurance company. 

Mr. Leecr. That would be 5 percent of premium ¢ 

Mr. Nappro. Yes, 5 percent of premium. It is not the 5 percent 
of what we send in. 

Mr. Leecr. What does your monthly premium average on your 
membership ¢ 

Mr. Nappro. Oh, I judge around $19,000 or $20,000 ; around that. 

Mr. Leece. And you get 5 percent of that ¢ 

Mr. Nappro. No, I don’t; not that. It is not 5 percent of $19,000. 
There is a certain amount of that that is held by the international 
union as a death benefit, and after that is deducted—— 

Mr. Leece. I think you just stated that the payment you get as 
welfare deputy amounts to 5 percent of the premium sent to the 
insurance carrier by the social-security department. 

Mr. Nappro. Let me try to be more specific. I mean, we send our 
amount into the social-security department. 

Mr. Leece. That is right. 

Mr. Nappgo. Now, the amount that they deduct from our amount, 
that is held by the social-security department for the death claim. 

Mr. Leece. Yes, I understand. 

Mr. Nappgo. Now, whatever goes to the California Life, I don’t 
know what that amount is. 

Mr. Lerece. You don’t know? 

Mr. Nappro. No, I don’t. 

Mr. Lerce. Could you tell me this: What amounts have you been 
receiving as the welfare deputy each month for service rendered ! 

Mr. Nappeo. I can look in the records. 

Mr. Leece. With your permission, Mr, Chairman, I would like to 
have this put in the record. 

Senator Dovae.as. Yes. 

(The agreement referred to was market “Exhibit 23.”) 


ExuHIsitT 23 


AGREEMENT 






















Agreement made this 10th day of November 1952, by and between Social 
Security Department of Laundry Workers’ International Union, hereinafter 
called “social-security department,” and Charles Naddeo of local No. 10, Phila- 
delphia, Pa., hereinafter called “welfare deputy.” 

Whereas, the social-security department has heretofore secured group insur- 
ance policies from the Security Mutual Life Insurance Co. of Binghamton, N. Y., 
hereinafter called “Security Mutual”, providing accident, medical, surgical, hos- 
pital and other insurance benefits for all persons covered by its welfare plan; 
and, 

Whereas, the welfare plan of the social-security department covers the entire 
continental United States wherever the local unions of the Laundry Workers’ 
International Union have collective bargaining agreements, embodying the wel- 
fare plan, with employers, employing members of the Union; and, 

Whereas, the Security Mutual has heretofore indicated to the social-security 
department that it does not have the necessary local facilities nor field repre- 
sentatives throughout the continental United States to check, screen, investigate, 
file and otherwise handle the claims of the members of local unions covered 
by the welfare plan of the social security department, and has suggested that 
this activity could be more effectively, efficiently and economically carried out 
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in separate geographical areas, commensurate with the areas in which each 
local union of the international union has jurisdiction, by some competent per- 
son, who would have some direct contact with the members of the local union 
covered by the welfare plan and thus to eliminate the cost and expense to the 
Security Mutual of active administration in the field, involving extensive geo- 
graphical coverage and voluminous detail, and that if said activity were under- 
taken through the social security department it would charge a less premium 
for the group insurance coverages and would make an allowance on the premiums 
paid to it by the social security department to defray the cost of the adminis- 
tration thus contemplated ; and, 

Whereas, the social security department recognizes the large task involved 
in checking, screening and investigating claims of persons covered by the welfare 
plan throughout the continental United States, and has determined that in order 
to effect a saving in premium payments to the Security Mutual, and to expedite 
and facilitate the field administration involved, that the assignment of a welfare 
deputy to separate geographical areas coextensive with the jurisdiction of the 
local union, whose members are covered by the welfare plan, would be advanta- 
geous and beneficial to the persons covered by the welfare plan; and, 

Whereas, the social security department heretofore has authorized Sam J. 
Byers, chairman, to appoint such welfare deputies for the respective areas of 
the continental United States where the welfare program of the social security 
department is in force and effect; and, 

Whereas, Sam J. Byers, chairman of the social security department, has 
appointed Charles Naddeo as the welfare deputy for the jurisdiction of local 
No. 10, Philadelphia, Pa., and said welfare deputy has accepted said appointment, 

Now, therefore, it is understood and agreed as follows, to wit: 

The welfare deputy undertakes and agrees to investigate, check, screen, file 
and otherwise handle the claims of persons covered by the welfare program in 
his assigned geographical area, provided, however, that the social security de- 
partment shall not have, but the welfare deputy shall have and possess the 
absolute right, in his own exclusive judgment, to determine the mode, the manner 
and the time in which he shall perform the activity assigned to him, and shall 
be responsible to the social security department only for the results attained, 
and further provided that the welfare deputy shall be, and is hereby declared 
to be, and it is the express intent of the parties hereto, that the welfare deputy 
is and shall be an independent contractor for all purposes hereunder, 

The welfare deputy shall have no authority, express or implied, to act in 
any capacity, other than herein described, for the social security department, 
and he shall report only the results of his determination to the social security 
department, and not the manner nor mode by which the results were achieved. 

The social security department shall allow such sum to the welfare deputy 
as may be allowed by the Security Mutual to the social security department on 
premiums covering the persons insured by the Security Mutual through the social 
security department in the geographical area assigned to the welfare deputy 
to defray the costs and expenses of the welfare deputy. Should any surplus 
remain after payment of said items then it may be retained, provided, however, 
that such surplus shall be reported as income in accordance with law. 

This agreement shall remain in effect for a period of one year and shall be 
automatically renewed for an additional period of one year, unless terminated 
by either party hereto at least ninety days prior to the end of each yearly period, 
by written notice of the intention to terminate sent to the address of the other 
party hereto by the terminating party. 

In witness whereof the parties hereto have signed this agreement the day and 
year first hereinabove written. 


Socrat-Securtry DEPARTMENT, 
LAUNDRY WoRKERS’ INTERNATIONAL UNION, 
By Sam J. Byers, Chairman. 
CHARLES NApDEO, Welfare Deputy. 
(Label) 


Senator Doueias. Mr. Naddeo, I have before me the work sheets 
of the staff, and their records show that for the fiscal year ending 
March 31, 1953, you received $3,026.29. Does that check with your 
records for the fiscal year ending March 31, 1953? 

Mr. Nappgo. The year 1953? 
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Senator Doucias. You received $3,026.29 / 

Mr. Nappro. You see, we could add the total. I mean, I have never 
added that. 

Senator Dove as. And for the fiscal year 1954, $10,097.83; and for 
the 6 months ending September 30, 1954, when the examination by 
the staff ended, $4,562.37, or a total of $17,486.49 up to the end of 
September 1954. Is that correct ¢ 

Mr. Davis. We haven't added up the figures, but you are probably 
correct. 

Senator DovuGias. That is, you don't contest these figures 

Mr. Davis. I don’t think so. 

Mr. Nappreo. Because we could name them out. I mean 
went in. 

Senator DovGias. Do you contest these figures / 

Mr. Davis. It will take us a moment to add them up, Senator. 

Senator Atiorr. [I am not sure, but 1 wonder if the record shows 
that you appeared. 

Mr. Davis. I gave my name to the reporter. 

[I am appearing for Mr. Naddeo and Miss Tocci. 

We have here all the deposits made of the sums received by Mr. 
Naddeo as deputy. 

Senator DouG.as. Yes / 

Mr. Davis. And we also have the checkbook showing all disburse- 
ments made by him. 

Senator DouGias. We are speaking of receipts at the moment, 

Mr. Davis. I think that that figure is correct. 

Senator Dovueias. All right. So that is established. Thank you 
very much. 

Now, what have been the disbursements that you have made from 
this fund? — 

Mr, Nappro. The disbursements I made—I mean, I don’t have that 
amount either. The disbursements are for the first year. 

Senator Doveias. And the first year, what disbursements did you 
make ? 

Mr. Nappgo. June 11, 1953, $397.83 

Mr. Leecr. May I ask: Is that the first disbursement made by you 
as a deputy ? 

Mr. Nappro. Yes. 

Mr. ‘Leece. You assumed your duties as welfare deputy on No- 
vember 10, 1952 / 

Mr. Nappeo. Yes. Our plan went in November 10, 1952, that is 
right. 

Mr. Lerece. How did you pay your people for this processing of 
claims that you spoke of earlier, during the period November 10, 1952 
to—what is the date of this disbursement ? 

Mr. Nappgo. June of 1953. 

Mr. Leece. Well, now, I assume that they were rendering the same 
services at that time as they are at the moment. How were they paid? 

Mr. Nappro. Yes. Well, we opened the account on 2-24-53. I mean, 
I opened the account 2-24-53. Now, at that time there was $1,355.02. 

Mr. Leece. $1,355 / 

Mr. Nappro. Yes. That was for a 2-month period. 

Mr. Lerce. That represented the 5 percent of premium for N 
ber, December, and January / 


™~ 


, as they 


yovem- 
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Mr. Nappeo. Well, it might have represented for November and De- 
cember. You see, it might have represented that. It might have 
been the November and December. That was the first two, and then 
the next one came in on, oh, 3-2-53; that is, March of 1953 for $824.16. 
Then it continued. 

Mr. Lerce. I think we have a record of the income, Mr. Naddeo. 


We are more particularly interested at the moment in the record of 
disbursements, the purposes. 


Mr. Nappro. The date was June 11, 1953, $397.83. 
Mr. Leece. Whom was that paid to, and for what purpose ? 
Mr. Nappro. That was paid to DeAngelo, Drain, Gallo, Miller, 
Frankel’s cars, for the rental of cars. 
Mr. Leece. Just rental of cars? 
Mr. Nappro. Yes. 
Mr. Lerce. Who were these gentlemen you speak of ? 
Mr. Nappro. They are business agents of local 10. 
Mr. Lerce. Do they receive a salary from local 104 
Mr. Nappro. Yes; they do. 
Mr. Lerece. What is that salary ? 
Miss 'Toccr. May I answer? 
Mr. Lerce. Yes. 
Miss Toccr. Miller, $60 per week; DeAngelo, $70 per week; Drain, 
$60; Frankel, $300 per week, Isadore F1 -ankel. 
Mr. LEECE. Frankel, $300 a week / 
Miss Toccr. He is president of local 10. 
I believe I left one out. Albert Gallo, he also receives $60 a week. 
Senator Atuorr. Do I understand that Mr. Naddeo isn’t able to 
reply to the question as to what these people get per week ? 
Mr. Nappgo. I was just off base between the $ $60 and $70. DeAngelo 
gets $70. 
Senator Atuorr. When I asked you last week what these business 
agents of the union you represent drew, you weren’t able to answer 
then what their salaries were. 
Mr. Napprgo. I knew it was either $60 or $70. I wasn’t sure what 
it was. 
Senator Atxotrr. You still don’t know what their salaries are, ex- 
cept as you are told by Miss Tocci ? 

Mr. Nappgo. I am saying I don’t want to say $60 when it is $70. I 
don’t know which one. I always get confused between $60 and $70. 
Senator Attorr. How many employees do you have on that staff ? 

Mr. Nappgo. Well, there are seven. 

Senator AtLorr. How many business agents ? 

Mr. Nappeo. There are six. 

Senator Attorr. And you can’t remember what their salaries are? 

Mr. Nappro. I mean right offhand, I can’t. That is the only thing 
that confuses me, $60 or $70. That is all. 

Senator Attorr. Excuse me, Mr. Leece. 

Mr. Lescr. Did we get into the record the names of the people you 
have identified ¢ 

Mr. Nappro. Yes. 

Mr. Leece. Is Mr. Tetti included in that list ? 

Mr. Nappgo. No, sir. 

Mr. Lerce. He has received payment from this welfare fund, has 
he not ? 

Mr. Nappgo. Yes. 
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Mr. Leece. What is hissalary from the local union ? 

Mr. Nappgo. $300 a week. 

Mr. Leece. What is his position ? 

Mr. Nappgo. Secretary-treasurer. 

Senator Dovue.as. So Mr. Frankel gets $300 a week, or $15,600 a 
year and Tetti gets $300 a week, or $15,600 a year. 

You draw $10,400 from this local, and $16,900 from other locals. 
Then, in addition, you get this amount running to 5 percent of the 
premiums, or over a period of about 2 calendar years, amounting 
to $17,000. 

Mr. Davis. Senator Douglas, that isn’t exactly correct. After the 
disbursements are made, there is about $2,000 left which the witness 
receives. The rest is disbursed, as Mr. Leece knows, from an examina- 
tion of these records. 

Mr. Leece. That is what we are trying to explore at the moment. 

Senator Dovetas. I was speaking of the gross figure. 

Mr. Davis. The gross figure is correct. 

Senator Doveras. Is divided between the business agents of these 
locals ? 

Mr. Davis. The net figure, however, is considerably less. Would the 
Senator like to see the bank amounts ? 

Senator Doveras. Not at the moment, sir. 

Senator Atiorr. Mr. Naddeo, I hold in my hand a checkbook which 
you have handed to me at this moment, and from which you hawe just 

een testifying; is that correct ? 

Mr. Nappeo. Yes, sir. 

Senator Atxorr. Now, first of all, although you were designated as 
agent, your first opening of this account occurred in February 24, 1953. 

“Mr. Nappro. Y es, Sir. 

Senator Attorr. And your first check upon that account did not 
occur until June 11, 1953, or over 6 months after you were designated 
as agent; is that correct ? 

Mr. Nappgo. Yes. I think it is June. 

Senator Atnorr. These Modern Auto Leasing checks, I believe that 
is for 5 or 6 cars that you rent? 

Mr. Nappeo. Yes, sir. 

Senator Atiorr. Now, did you rent those cars prior to this time? 

Mr. Nappgo. No, sir. 

Senator Atiorr. Each business agent had his own car ? 

Mr. Nappveo. Had his own car; yes. 

Senator Atiorr. Did the union pay the business agent any money 
for the operation of that car? 

Mr. Nappeo. They paid him the expenses of the car. 

Senator Atiorr. Expenses of the car? 

Mr. Nappgo. Yes, sir. 

Senator Attorr. And at this time you put over all of the expense 
of operation of cars from the union to this fund; is that correct ? 

Mr. Nappgo. Yes, sir. 

Senator Attorr. How are those cars leased, on a daily basis or 
monthly basis, or what? 

Mr. Nappgo. Yearly basis. 

Senator Atiorr. And what is the basis of that lease? 

Mr. Nappgo. At that time it was—-I think it was around $80 or $85 
a year. 
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Senator ALuorr, A year é 

Mr. Nappro. A month. 

Senator ALLorr. Now, is this car simply turned over to the business 
agent ¢ 

Mr. Nappeo. Turned over for his use; yes, sir. 

Senator ALtorr. Yes, and he puts gas in it, and it is in turn charged 
to you and you pay it as shown by some of these checks ? 

Mr. Nappro. No, not for the gas; no, it isn’t. 

Senator AtLorr. Not for the gas? 

Mr. Nappro. No, sir. 

Senator Atiorr. But he has the use of the car? 

Mr. Nappro. Yes. 

Senator Atvorr. At any time and all times that he wants it, whether 
it is personal or otherwise ? 

Mr. Nappro. He has use of the car. I mean, there is no restriction 
and so forth. 

Senator Atvorr. That is right. Have you ever instructed them as 
to whether or not they were obliged to report the value of the use of 
that car for their personal use on their own income tax statements? 

Mr. Nappro. No. 

Senator Attorr. Have you ever reported the use of your own car 
for your own - sonal use on your own income tax statement ? 

Mr. Nappev. I don’t follow you, Senator. 

Senator Atxorr. That car is furnished you, and you use it for your 
own personal use. It has a value. Have you ever reported that value 
for that personal use ? 

Mr. Nappro. As a deduction / 

Senator AtLorr. No, as an income. 

Mr. Nappro. No. 

Senator AtLorr. Now, going through these checks, I notice a check 
on June 11, 1953, to Herman’s Service Station, and I thought you 
testified that was for gas and oil. 

Mr. Nappro. No, it isn’t. There are certain things that they do, like 
grease a spring or flush something that we have to pay for. 

It is not covered by the 

Senator Atxorr. All right, then, you pay for the servicing of the 
‘ars above—— 

Mr. Nappreo. Just what is in there. That is where they got the 
service; yes, sir. 

Senator Auzorr. Then on June 11, you wrote them a check again 
for $798.24 for insurance, to Benjamin Catterson. 

Mr. Nappgo. That is right. 

Senator AtLorr. That was for automobile insurance ? 

Mr. Nappro. Yes. You got to carry liability. 

Senator Atiorr. The gasoline used comes out of the agents’ per- 
sonal pocket ; is that right 2 

Mr. Nappro. No, sir. 

Senator Attorr. Who pays for it? 

Mr. Nappro. The local union pays for it. 

Senator Attorr. Now, I go over to check no. 13, which is the first 
check that is written to any “indivi dual, apparently, and it is a check 
to Charles Naddeo dated November 18, 1953, for $1,500. 

Mr. Nappgo. Yes, sir. 
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Senator Atvorr, And on the same day, on November 1s, the same 
day, you wrote one to Frankel, Isadore Frankel, for $1,500, and one 
to Albert Tetti for $1,500. 

You es ained that Frankel is the president of the union. 

Mr. Nappro. Yes, sir. 

Senator Artorr. And that Albert Tetti is what? 

Mr. Nappro. Secretary-treasurer, 

Senator Atitorr. Now, those were checks 15, 14, and 15, respectively. 
Now, I go over to May 17, 1954, check No. 24, Charles N: adi leo, $2,000. 
You paid yourself $2,000 for your own personal account at that time, 
did yo e not ¢ 

Mr. Nappro. Yes, sir. 

Senator Autvorr. And on July 27, you paid Isadore Frankel $2,000. 

Mr. Nappro. Yes, sir. 

Senator AtLorr. Now, when did you become aware in 1954 that 
this fund was being investigated ? 

Mr. Napprto. When did I become aware of it / 

Senator Atiorr. Yes. 

Mr. Nappro. IL haven't the least idea. I mean, there was 
quest ion—— 

Senator ALLorr. You told me before, I believe, in October, the fore- 
part of October, did you not 4 

Mr. Nappro. I didn’t remember about being investigated in October 
or November. I mean, I don’t remember whether it was October, 
November, or December. Actually, when the date was I don’t re- 
member. 

Senator Attorr. Well, you admitted before that the payment to 
Albert. Tetti on October 12 was made after you knew of the investi- 
gation of this fund account. 

Mr. Nappro. Oh, no. It wasn’t a question—it was a question of 
maybe he wasn’t around or something. I don’t know what the delay 
might have been. There was no— 

Senator Atiorr. All right; you paid him $2,000, Albert Tetti, on 
October 20, and then on December 22, you paid out to Lucius Johnson, 
$400; to John Miller, $400; to Alber ‘tt Gallo, $400; to Umberto De- 
Angelo, $400; and to Carmela Tocci, $500; and to John Drain, $400. 

Mr. Nappro. That is right. 

Senator ALtorr. Now, except for the moneys which had been previ- 
ously paid to yourself and to Frankel and to Tetti, none of the money 
that you received under this agreement with the welfare fund was 
paid to deputies to do the work, the so-called work in the field, until 
the latter part of 1954; in other words, December 22, 1954; was it ? 

Mr. Nappro. Yes, sir. Well, the first thing we paid for the cars. 
I mean, as it showed. Then when we stopped paying for the rental 
of the cars, it was the question of giving that Christmas bonus at that 
time. That is how that came about. 

Senator Attorr. You didn’t give them any Christmas bonus, even a 
token bonus, in 1953, did you? 

Mr. Nappro. No, sir, because we were paying the cars; that was the 
reason. 

Senator Atnorr. You stated that you had been in this office all of 
the time. You are the head of the office, are you ? 

Mr. Nappgo. I wouldn’t say I am the head of the office, no. 
Senator Attorr. Who manages the office ? 


ho 
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Mr. Nappreo. Well, it is between Tetti, Frankel, and myself. 

Senator Atiorr. Who handles claims? 

Mr. Nappro. These claims? You mean the welfare claims? 

Senator Atiorr. Yes. 

Mr. Nappro. I do, Miss Tocci does, and Frankel does, or Tetti does. 
I mean, actually 

Senator Atvorr. Who has the authority to determine and pass on 
aclaim? Does Miss Tocci have that authority ¢ 

Mr. Nappveo. To pass on a claim? 

Senator Atiorr. Yes. Decide whether it shall be paid or not. 

Mr. Napoeo. We don’t have that authority. 

Senator Atiorr. Who has the authority to approve them ¢ 

Mr. Napvro. We send it to California. 

Senator AtLorr. What do you do with the claims, then ¢ 

Mr. Nappgo. Well, we see that they are in order because if they are 
not in order, that is what happens. I mean, we have that every day. 

Senator ALuorr. You see that the blanks are filled in 4 

Mr. Nappro. Yes. 

Senator AtLorr. And how many claims did you handle in that office 
last year? 

Mr. Nappro. Oh, I haven’t the least idea. I don’t know. I couldn't 
measure that. I don’t know if it was 2,000. I don’t know how many 
passed through my desk. 

Senator Attorr. How many claims did you handle in any given 
month last vear ? 

Mr. Nappro. The only thing I could say is, these claims here, if 
they all passed, I mean, I sat there and glanced at them for this or 
for that, whatever it was. 

Senator Attorr. How many benefits were paid as a result of the 
claims through your office last year? Have you any idea of the dollars 
at all? 

Mr. Napveo. No. 

Senator Atxorr. Miss Tocci, I don’t want you to answer I want 
him to answer. 

You have no idea, have you ? 

Mr. Nappro. No, sir. 

Senator Attorr. How many claims were denied through your office 
last year? 

Mr. Nappgo. I won’t say there were many. I don’t think it was— 
I wouldn’t even say. I wouldn’t say the amount, but I don’t think 
there was too many. 

Senator Atuorr. What methods are used to investigate the claims, 
to determine whether or not they are legitimate? 

Mr. Nappro. Well, the method we have is that the employer signs. 
They claim that a person is out of work, and the doctor signs. They 
say what her ailment is, or if she is hospitalized. Some of these bills 
go to the hospital. I mean, that is the only investigation we have. 

Senator ALiorr. Now, when you assumed the welfare deputyship, 
did you put on any more men as business agents of the union; did 
you employ any more? 

Mr. Nappeo. Well,no. I put on an extra girl; that is all. 

Senator AtLorr. In the office? 

Mr. Nappgo. Yes, 
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Senator Atiorr. Did you employ any extra business agents ¢ 

Mr. Nappro. No, sir. 

Senator Atuorr. Now, as a matter of fact, Mr. Naddeo, you have 
not been present in your office but a small time since the first of 
October, have you ? 

Mr. Nappego. Oh, I have been in and out of there. I have been in 
and out of there in October, November—— 

Senator AnLorr. Now, suppose you just tell me where you have 
been since the first of October. 

Mr. Nappro. Well, I could start from September. 

Senator Axvorr. All right. It is true that the investigators of 
this office tried repeatedly at your office to serve a subpena upon you 
and they were not able to do so? 

Mr. Nappro. I wouldn’t say repeatedly. I wouldn't say that, be- 
cause they were in the office, I will say—now, I don’t remember 
what. month—but they were in there. I think it might have been 
the second time they were in there. I am not too sure. 

Senator Atuorr. Let’s find out where you were. Where were you 
the first of October ? 

Mr. Nappro. Well, the first of October—well, that I can’t place, 
because I left here—I mean, I left Philadelphia around the middle 
of September. 

Senator Atvorr. All right. Where did you go? 

Mr. Nappro. I went to Los Angeles. 

Senator Atuorr. How long did you stay there? 

Mr. Navpeo. I stayed in Los Angeles for 214 weeks. 

Senator AtLorr. What was the meeting that you attended, a wel- 
fare fund meeting? 

Mr. Nappgo. No, it wasn’t. It was American Federation of Labor 
Convention. 

Senator Arnorr. Who paid your expenses to that convention ? 

Mr. Nappro. The Laundry Workers Union. 

Senator Atxorr. The local or the international ? 

Mr. Nappro. The international. 

Senator Atxorr. International ? 

Mr. Nappeo. Yes. 

Senator AtLtorr. Now, when you came back from there, where did 
vou goé 

That brings us up to roughly October 1. 

Mr. Nappro. Well, then I went down—I think it was in the middle 
of October or the end of October—then I went to San Francisco. 

Senator AtLtorr. You came back to Philadelphia ? 

Mr. Nappeo. I must have stayed in—it must have been November. 
I don’t remember exactly the dates; I don’t know—it might have 
been—— 

Senator AtLorr. I am not trying to pin you down. I know you 
can’t tell on an exact dav, but IT want to know within a few days of 
when you left Philadelphia again. 

Mr. Nappro. Well, 1 left Philadelphia to go to the convention, and 
I know the convention was the third week in September, or around 
that time. 

So I figure I was away around 214 weeks or maybe a little more. I 
came back to the office, and T must have been in the office maybe a week. 

Senator Auvorr. All right. Now, in other words, you attended, 
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and they paid your expenses, for about 214 weeks attending a con- 
vention, an AFL convention in Los Angeles. Is that true / 

Mr. Nappro. Yes. 

Senator ALLorr. What were your expenses ! 

Mr. Nappgo. I haven’t the least idea. I don’t remember. 

Senator ALuorr. You haven’t any recollection whatever / 

Mr. Nappeo. No. 

Senator ALLorr. Do you have a record of it ? 

Mr. Nappgo. I guess I do. 

Senator AtLorr. Will you produce that record ¢ 

Mr. Nappro. Yes, sure. 

Senator ALuorr. Now, when you came back to Philadelphia at the 
end of about 214 weeks, as you say, or maybe 3, when did you leave 
Philadelphia again ? 

Mr. Nappeo. Well, as I say—now, I don’t remember if it was the 
latter part of October, or if it was in November. I don’t know just 
that date. 

Senator Atvorr. Then it was along in the latter part of October or 
the first of November that you left again; for where ¢ 

Mr. Nappro. I went to San Francisco. 

Senator Attorr. What did you do there / 

Mr. Nappro. I went there for two death claims that were pending 
before the board. 

Senator AtLorr. And you went clear to San Francisco to present 
two death claims? 

Mr. Nappeo. That is right. 

Sen: 9 Au.orr. How long were you there / 

Mr. Nappro. I paid that. 

Senator Attorr. But you presented a bill for it, and it was turned 
down by the board ? 

Mr. Nappreo. That is true. 

Senator Auvorr. That is the only reason you paid your own 
expenses ¢ 

Mr. Nappreo. That is true. 

Senator ALLorr. How long were you there 4 

Mr. Nappro. Well, I didn’t feel too good there. I went there, and I 
stayed there—well, it took 4 days, I think, for the meeting. Then ] 
stayed around, and, well, I was laid up in a hotel room. I must have 
been there aboyt 8 or 9 days, I guess. 

Senator AtLorr. Eight or nine days? 

Mr. Nappro. About 8 days, because I didn’t want to take a chance 
taking the trip back. 

Senator Atiorr. What did you do when you came back? That 
would bring us up roughly to about the middle of November or some- 
time ne —s tothat. What did you do then ? 

Mr. Nappeo. I was in and out of the office. 

Senator Autorr. You were in the office ? 

Mr. Nappgo. Yes. 

Senator Atxvorr. All right, Mr. Leece, I want you to hear this. 
Take particular note of the times he claims he was in the office. 

You were in the office from the middle of November to when ? 

Mr. Nappro. The middle of November—oh, I was in and out. 
mean, I don’t remember. 

Senator ALvorr. You mean you were in and out each day? 
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Mr. Nappro. Each day’ Yes, I would say 

Se eee Auworr. Where did you go? 

Mr. Nappro. Well, I went in the offic e or I went to see somebody. 

Senator Atvorr. Let me explain myself to you. 

We are not going to leave this subject until the chairman rules me 
out of order, until you answer my questions, 

Mr. Nappro. | am not trying to evade answering. 

Senator Atvorr. | want you to answer, 

Mr. Nappro. I am going to answer. 

Senator ALLorr. W hen ‘did you go out of town and leave your office? 
By “leaving your office.” 1 mean by going out of town after you came 
back from San Francisco, which you have testified was about Novem- 
ber 15, or about that time. 

Mr. Nappro. In November sometime, and I am not too sure. That 
is What I said, as I say I don’t remember dates. 

It might have been that I was even away maybe over Thanksgiving. 
I don’t even remember if I was home. 

Senator Atvorr. All right. If you were gone over Thanksgiving, 
where re you / 

Mr. Nappro. I was in San Francisco. That is where I went. That 
was the second trip I made. 

Senator ALLorr. Oh, you made another trip to San Francisco ? 

Mr. Nappeo. No, that was from Los Angeles. I came back and 
then I went to San Francisco. 

Senator Atxorr. Allright. You went to Los Angeles in September. 

Mr. Nappro. Yes. 

Senator Artorr. And you stayed there 214 or maybe, as you say, 3 
we \ 

Mr. Nappro. About 214 weeks. 

Senator Annorr. Then you came back to your office? 

Mr. Nappro. Yes. 

Senator Atvorr. Then in the latter part of October or the first of 
November, you went to San Francisco for these two death claims? 

Mr. Nappeo. Yes, sir. 

Senator Atnorr. Allright. Now, did you come from San Francisco 
back to your office, or did you go to Los Angeles, or some other place 4 

Mr. Nappro. No; I came back to the offic e. I came back home. 

Senator AtLorr. If vou were there 8 or 9 days, then that means about 
the 9th = 10th of November you came back to your office. 

Mr. Nappeo. I guess so. 

Sen: tor Auuorr. When did you leave town from your office again ¢ 

Mr. Nappro. Can I ask Miss Tocci? I don’t think I left then until 
after C Yhristmas. I think I was home for that. 

Senator Attorr. When did you go to Florida ¢ 

Mr. Napprgo. I went to Florida—I am not sure. I don't think I can 
remember that. I think I went to Florida in December. 

Didn’t I go to Florida in December ¢ 

Miss Toccr. Can I help him? 

Senator ALLorr. No; I don’t want her to answer this. I don’t want 
you toaskher. I want you to answer this. 

Mr. Nappeo. I am not sure. Maybe I did go to Florida— 

Senator Auxvorr. In other words, these 4 months later, you are not 
sure whether you went to Florida before Christmas or not ¢ 


almost every day. 
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Mr. Nappgo. No. I don’t know positively if I went to—you see, 
because this is what might have happened. 

Senator ALLorr. How many times have you been in Florida this 
winter, so far? 

Mr. Nappeo. Well, I was there in February, and I was there once 
before. 

Senator Axvorr. All right. Now, the first time you went, how 
many weeks were you there? 

Mr. Nappro. A little over a week, I guess. 

Senator AuLorr. And what was your business there? 

Mr. Nappgo. Just nothing. Just that I didn’t feel good. 

Senator AtLotrr. Just a vacation ¢ 

Mr. Nappro. Not a vacation. 

Mr. Davis. The witness said he didn’t feel good. I don’t know 
whether the Senator is aware of the letter that we gave the chairman 
regarding Mr. Naddeo’s health and his doctor’s report, under whose 
supervision he has been since 1947. 

Senator Atxorr. I will be happy to look at it. 

Mr. Davis. Here is a copy of that letter which I had made. 

I am perfectly willing to present to the committee the exact dates, 
if the committee thinks that is material to this investigation, where 
he was, the exact dates, and so on. 

Senator Atuorr. Mr. Chairman, I think the Chair understands 
the reason for my pursuing this. Here is a man who is drawing, 
well, $10,400 from this one union. Altogether, I figure it up that 
his annual wages we can put our hands on are around $35,000, maybe 
in excess of that. 

He has absolutely no concept of what goes on in the office. He has 
no idea how many claims, who handles them or anything else, and I, 
of course, want to bring that out. If you think it is immaterial, 1 
will desist. . 

Senator Dove.as. Oh, no. 

Mr. Davis. Mr. Chairman, may I suggest that we are perfectly 
willing to give the committee the exact data, the number of claims, 
the number of claims paid out, the total amounts. 

I must say that the witness certainly wasn’t prepared to give the 
exact figures, and we are prepared, as I said last time in executive 
session, to cooperate with the committee to the fullest extent. We 
are prepared to do so. 

Senator Douagias. Thank you. I would appreciate it if you would 
do that. 

Senator AtLorr. Now, you were in Florida twice this winter? 

Mr. Nappeo. Yes, sir. 

Senator Atiorr. And you think you went the first time in Decem- 
ber and stayed about a week, because you were feeling bad ? 

Mr. Nappreo. Yes, sir. 

Senator Atiorr. Did you come back from Florida to Philadelphia ? 

Mr. Nappro. Yes, sir. 

Senator Atxorr. Then did you stay in Philadelphia? 

Mr. Nappeo. Yes, sir. 

Senator Atiorr. Then you went to Florida later in February? 

Mr. Nappeo. Yes, sir. 

Senator Attorr. What was the nature of that? Was that a busi- 
ness or personal trip ? 
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Mr. Nappeo. I will say it was half and half, because that is the 
reason why, when I went down in the first part, and I came back, 
and the wife went with me the second time, because I wasn’t actually 
feeling right up to par at all. 

Senator Aniorr. All right. Did you pay your own way on that 
second trip, or did you get your expenses ? 

Mr. Nappeo. I paid my own way. 

Senator Atxorr. As you did the first trip to Florida ? 

Mr. Nappgo. Yes, sir. 

Senator Atiuorr. When did you come back from Florida the second 
time ? 

Mr. Nappeo. Well, yas the latter part of—it was sometime the 
end of February. 

Senator Attorr. You were there about 2 weeks? I am not trying 
to put words in your mouth. I just want to know. 

Mr. Nappgo. No, I was there a little longer than 2 weeks. I was 
there a little longer. 

Senator Atuorr. All right. So now we have it that from the time 
you came back to San Francisco, which was about the 9th of No- 
vember, until just before December, you were in your office, according 
to your statement. 

Mr. Nappgo. Yes; I was in the office. 

Senator Atiorr. And also you were in your office from right after 
the 1st of October until the last of October, when you left for San 
Francisco? 

Mr. Nappeo. I was in and out of the office. 

Senator Atuorr. Now, Mr. Naddeo, what other expense accounts 
do you have of your own? 

Mr. Nappro. Expense accounts ? 

Senator Atiorr. Yes. 

Mr. Nappro. No other expense accounts. 

Senator Atiorr. From the Laundry Workers? 

Mr. Nappro. No expense account. 

Senator Atiorr. None at all of any kind? 

Mr. Nappeo. No, sir. 

Senator Atuorr. If you traveled for them, of course, you drew 
expenses. 

{r. Nappro. If I travel for them? 

Senator Attorr. For the union, yes; you draw expenses, don’t you? 

Mr. Navpeo. If I travel for the international, yes. 

Senator Atnorr. And you draw that from the international ? 

Mr. Nappgo. Yes. 

Senator Atzorr. But from your local union you draw no expense 
accounts whatever ? 

Mr. Nappro. No expense accounts. 

Senator Atiorr. Now, with respect to—going back to the welfare 
fund money, your welfare deputy business—you understand what we 
are talking about now, this checkbook which you handled? 

Mr. Nappeo. Yes, sir. 

Senator Atiorr. How have you handled that income into that fund 
as far as your income tax is concerned ? 

: Mr. Nappeo. I handled what I got. What I got. The first year 
$1,500. 
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Senator Atvorr. In other words, the checks that are shown in here 
as written to you, you showed in your own personal income and re- 
ported it ? 

Mr. Nappeo. Yes, that is right. 

Senator ALLorr. But the money that was left in the fund, you did 
not report / 

Mr. Nappro. No, I didn’t report that. 

“Senator AutLorr. But this account is in your own personal name / 

Mr. Nappro. Yes, sir. 

Senator Autvorr. It is not shown as a trust account or designated as 
a trust account ? 

Mr. Nappgo. No, it isn’t. 

Senator Atvorr. Did you show any report on your income tax of 
this account or the payments made out of it? I am talking par- 
ticularly about the moneys paid for the rentals of cars. 

Mr. Nappgo. In my income ¢ 

Senator Atiorr. Yes. 

Mr. Nappro. No. 

Senator Auxorr. In other words, you have never shown in your 
income tax anything relating to this account except the checks which 
we have talked about which you made payable to yourself? 

Mr. Nappeo. To myself; that is right. 

Senator Antorr. Did you, during the period in October, and also 
during the period in November, when you were present in the office 
in November and the forepart of Dec ‘ember, get a message from Miss 
Tocci to call the investigators / 

Mr. Napprgo. Yes, I did. 

Senator Atnorr. Did you call them ?/ 

Mr. Nappro. I called them one night when I came in. I don’t know 
if they were there—that is why I wanted to say, they were there 
either the second or third time. I don’t remember for sure, 

Senator ALLorr. How many times did you call them / 

Mr. Nappro. Exactly twice. 

“caged Auvorr. At what time of the day or night? 

Mr. Nappro. The first time I was in the office when I called them. 

Senator Attorr. You did know where to call them ? 

Mr. Nappgro. Yes. They gave me a number; yes. 

Senator Axvorr. I think that is all. 

Senator Dovetas. Mr. Leece / 

Mr. Leece. Mr. Naddeo, you testified that you became a welfare 
deputy in November 1952. 

Mr. Nappro. Yes, sir. 

Mr. Lerce. Prior to that time, you had attended a number of meet- 
ings “ the social security department, had you not? 

Mr, Nappeo. I guess I attended a few meetings; yes. 

Mr. Leece. Who was insuring the program at that time; what in- 
surance company ¢ 

Mr. Nappeo. When we got in? 

Mr. Lerce. Yes. 

Mr. Nappro. Security Mutual. 

Mr. Leece. Security Mutual? 

Mr. Nappeo. Yes. 














WELFARE AND PENSION PLANS INVESTIGATION 43] 


Mr. Lerce. I have here a copy of a claim form on behalf of Wil- 
liam Henry Burson, directed to you, bearing the date December 31, 
1952. It says: 


Statement of claim form of the Security Mutual Life Insurance Co 


During that period, how would you handle a claim of that type? 

Mr. Nappro. During the period of what? When we first started ‘ 

Mr. Leece. In 1952. This is a month after you became a welfare 
deputy. 

Mr. Nappro. We sent all of our claims to Indianapolis. 

Mr. Leece. To Indianapolis? 

Mr. Nappro. Yes. Tothesocial-security department. 

Mr. Leece. And they would send them where / 

Mr. Nappro. Well, I don’t know where they would send them. But 
we would get a check back and a blank. 

Mr. Leecr. And whose check would you receive / 

Mr. Nappro. Well, it wasa check. I mean, at that time 

Mr. Leece. Well, was it the insurance company’s check / 

Mr. Nappro. No, sir. 

Mr. Leecr. Whose check was it / 

Mr. Nappro. I found out later it was a Harlew check, a Harlew 
Agency check. 

Mr. Leece. You were a welfare deputy at that time. You were 
getting 5 percent of the premiums being paid on this case for acting as 
welfare deputy. Was thisa check of the Security Mutual Life Insur- 
ance Co, ? 

Mr. Nappro. You 

Mr. Leece. I want to know who made out the check for benefit pay- 
ments in that period, for 3 or 4 months after November 1952. 

Mr. Nappro. You mean as we found out— 

Mr. Leece. Not as you found out later, but as you found out at that 
time, as a welfare deputy. 

Mr. Nappro. As a welfare deputy at that time, it was no concern to 
me. I didn’t know if it was from Security Mutual or if it was from 
Harlew Agency. 

Mr. Lrecr. Whose check was it, Mr. Naddeo? 

Mr. Nappro. I found out later it was a Harlew Agency check. 

But I didn’t know what arrangement was between Security Mutual 
and Harlew Agency, or—— 

Mr. Leece. But you did know that your membership was insured by 
Security Mutual? 

Mr. Nappro. Yes, sure. 

Mr. Lerce. But the checks in payment of benefit claims were not the 
checks of Security Mutual; they were the checks of this Harlew Agency 
that you speak of ? 

Mr. Nappro. I mean my prime interest was that the member got 
her check. I mean, that was the thing that I looked at, and if the 
amount was a $60 check or a $40 check. That is what we were inter- 
ested in, that she received the full amount of her benefits. 

Mr. Lerecr. Whom were you dealing with at that time as welfare 
deputy in respect to claims? 

Mr. Nappro. Who was I dealing with ? 

Mr. Lerce. Yes. 

Mr. Nappgo. Oh, we sent everything to Indianapolis. 
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Mr. Lerce. Did you have any correspondence during that period 
with a William H. Marshall? 

Mr. Nappgo. Yes. 

Mr. Lerce. Who was Mr. Marshall ? 

Mr. Nappgo. Mr. Marshall worked for Harlew Agency. 

Mr. Lerce. What is Harlew Agency ¢ 

Mr. Nappeo. Harlew Agency is an agency, I mean. 

Mr. Nappgo. An insurance agency. 

Mr. Leece. What kind of an agency ? 

Mr. Leece. What part did they sae in this program, this welfare 
program ? 

Mr. Nappeo. They played a part that they were the agents dealing 
between our social-security department and ‘Security Mutual. 

Mr. Leece. But they were also paying claims? 

Mr. Nappgo. Yes, sir. 

Mr. Leece. And it didn’t strike you as unusual ? 

Mr. Nappro. No, it didn’t. 

Mr. Leece. That an insurance agency would be paying claims? 

Mr. Nappeo. No, it didn’t strike me as unusual. 

Mr. Leece. Not sending you checks of the insurance company ? 

Mr. Nappro. No. 

Mr. Leece. But their own checks? 

Mr. Nappgo. I mean, it never struck me as an unusual thing, because 
I never gave it a second thought. 

Mr. Leece. Did you not know at that time, Mr. Naddeo, that the 
Harlew Agency was, in fact, insuring this program during this 
period ¢ 

Mr. Nappgo. No, sir. I didn’t know at that time; didn’t know a 
thing about it. 

Mr. Leece. You are an international vice president of the Laundry 
Workers Union? 

Mr. Nappro. Yes. 

Mr. Lerce. The record shows that you had attended numerous 
meetings of the trustees of the social-security department prior to 
this time. 

Mr. Nappgo. Yes, sir. 

Mr. Lerce. You had been named a welfare deputy by the president 
of the international union, who also serves as chairman of the trustees 
of the social-security department, and you did not know that for a 
4- or 5-month period after November 1, 1952, when you were ap- 
pomeens a welfare deputy, that your local program was being insured 
by Mr. Saperstein and the Harlew Agency? 

Mr. N AppEO. No. 

Mr. Leece. Despite the fact that all checks rendered to you as 
welfare deputy in payment for claims registered by your membership 
were checks of the Harlew Agency ? 

Mr. Nappro. Yes, sir. 

Mr. Lerce. And you had no contact of any kind at that time with 
the company insuring your program ? 

Mr. Nappeo. No, sir. 

Mr. Leece. And yet you knew that Security Mutual was insuring 
the program ? 
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Mr. Nappro. I knew Security Mutual was insuring the program. 
‘That. is the blanks that we fill out. We filled out Security Mutual 
blanks at that time until the program was discontinued. 

Mr. Leece. The reason that I am making a point of this, Mr. Nad- 
deo, is this: We had testimony yesterday that because of the fact that 
you as welfare deputy, among others, were not aware of the fact that 
during the period in your specific case between November 1, 1952 and 
April “1, 1953, Mareh ‘1, 1! 153, that Security Mutual was not receiving 
premiums on this case, that the welfare fund of the social security 
department suffered a loss in the neighborhood of $75,000, 

Now, can you explain to me how you, as a welfare deputy, and as 
an international officer, and as a frequent attendant at the meetings 
of the social security department, would not have been aware of that 
operation at that time‘ 

Mr. Nappro. I didn’t know. Because—I mean I didn’t go into the 
meetings, in the sessions that were held with the social security depart- 
ment and the trustees. 

Mr. Leece. I don’t know whether you did or not; but the minutes 
of those meetings reflect your presence at which time there was con- 
siderab = discussion of the insurance program. 

Mr. Nappgo. Well, then, the only thing I can explain is I wasn’t 
paying attention. But it wasn’t a question about Security Mutual 
insuring it. It was Security Mutual insuring. 

Mr. Lerce. You have testified that you received close to $18,000 
over a 2-year period as a welfare deputy for local No. 10. 

Mr. Nappro. Yes. 

Mr. Lerce. And the record will show that the international welfare 
fund suffered a loss of $75,000 because of the operation that we — 
previously alluded to, namely, that during the period November 
1952 to April 1, 1953, Security Mutual was receiving no ie 
The premium was being sent to Mr. Louis B. Saperstein of the Harlew 
Agenc x none of whic h ever reached the carrier. 

Mr. Nappeo. Well, I wouldn’t know that, because we were told to 
send our premiums to Indianapolis. 

Mr. Lrece. Have you ever heard of Founders Syndicate, Mr. Nad- 
cleo ? 

Mr. Nappgo. Yes, sir. 

Mr. Leece. Did you ever have any official position with Founders 
Syndicate ? 

Mr. Nappro. I was asked to be secretary of Founders Syndicate. 

Mr. Leece. Will you acquaint us generally with the purposes of 
that? 

Mr. Nappgo. The purposes of Founders Syndicate was to—Found- 
ers Syndie: ate was formed to go out and try to get an insurance com- 
pany without anyone knowing, without it being known that the laun- 
dry workers union was interested in buying an insurance company. 

Their feeling was that if that was known there would be a bigger 
price to pay to buy an insurance company. 

Mr. Lerce. The purpose was to buy the insurance company from 
er Syndicate / 

Mr. Nappro. To buy an insurance company, yes, or to look around 
and to see what could be bought in the way of an insurance company. 

Mr. Leece. Where was Founders Syndicate incorporated ? 

Mr. Nappro. In Nevada. 


. 
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Mr. Leece. Have you served as an officer of that corporation ? 

Mr. Nappro. I have, yes. There never were any meetings. 

Mr. Lerce. I didn’t ask you if there were any meetings. I asked 
you if you had ever served as an officer. 

Mr. Nappro. Yes, I did. 

Mr. Lerecr. What was that office / 

Mr. Nappro. Secretary. 

Mr. Leece. What duties did you perform as secretary of the corpo- 
ration / 

Mr. Nappro. The duties I performed? The only thing I got 
through the mail was a card to open up the account and checks to sign. 

Mr. Leece. A bank account, you mean / 

Mr. Nappeo. Yes, sir. 

Mr. Lerce. Where was that bank account opened ? 

Mr. Nappro. 1 don’t know if it was in Nevada or California. 
don’t know. I don’t remember. 

Mr. Leece. You ape testified that you were to open the account. 

Mr. Nappro. No, I didn’t open the account. I received what you 
get from the bank, you know, the cards that you get to sign to open 
the account. And I received them. 

Mr. Lerce. You were secretary. Your signature was one of the 
signatures authorizing disbursements against the account of this 
Founders Syndicate / 

Mr. Nappgo. Yes, sir. 

Mr. Lerece. Have you ever attended a meeting of the officers or 
stockholders of Founders Syndicate ? 

Mr. Napprgo. No, sir. 

Mr. Lerece. Were there ever any such meetings to your knowledge? 

Mr. Nappro. I don’t know. 

Mr. Leece. Did you ever get any notices of any such meetings? 

Mr. Nappro. Not that I remember. 

Mr. Lerce. Have you ever held a stock interest in Founders 
Syndicate ¢ 

Mr. Nappro. Yes, sir. 

Mr. Leece. Will you acquaint us generally with your stock interest 
in this company ¢ 

Mr. Nappro. Well, it was a question of raising money to start this. 
And I put up $9,000 to start it and to go out and | buy this—you know, 
it wasn't ever mentioned—California Life to my knowledge wasn’t 
ever in the picture. It was “an insurance company.” 

So, when that happened and we bought California Life, well, then 
I got my $9,000 back. 

Mr. Leece. Was this $9,000 drawn against your own personal 
account ¢ 

Mr. Nanppro. Yes, sir. 

Mr. Lerce. Did any of the money that was used for that investment 
come from this welfare fund account that you have ‘ 

Mr. Nappro. No, sir. 

Mr. Leece. On what account was it drawn ? 

Mr. Nappeo. It was in cash. 

Mr. Leece. On what account was that money drawn’ You have 
stated that you invested $9,000 in cash. 

Mr. Nappeo. Yes. 
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Mr. Leece. Where did that $9,000 in cash come from ¢ 

Mr. Nappreo. I had the money accumulated. 

Mr. Leece. Accumulated where ‘ 

Mr. Nappro. At home I had it. 

Mr. Leece. In your home? 

Mr. Nappgo. Yes. And I had some in the office. 

Mr. Leece. You had $9,000 in cash in your home ! 

Mr. Nappro. Not the whole $9,000, no. 

Mr. Leece. How much, Mr. Naddeo? 

Mr. Nappeo. I haven’t any idea how much was there. Maybe I had 
two or three thousand dollars at home. 

Mr. Leece. In cash ‘ 

Mr. Nappro. Yes. 

Mr. Leece. And the remainder of the $9,000 was put up in cash 
also ¢ 

Mr. Nappgo. The what ¢ 

Mr. Leece. The remainder of the $9,000 which vou invested in 
Founders Syndicate ¢ 

Mr. Nappeo. That is all I have invested ; $9,000. 

Mr. Lerece. You stated some of it was at your home. Probably 
two or three thousand dollars. Where did the remainder come from ¢ 

Mr. Nappgo. | had some in the office. I had three or four thousand. 
Maybe I had it in my pocket. 

Mr. Leece. You had three or four thousand dollars in your pocket ¢ 

Mr. Nappro. Yes. 

Mr. Leece. Where did the rest of it come from’ We haven't ac- 
counted for the nine thousand. You stated that vou had two or three 
thousand dollars cash at home, and you had two or three thousand 
dollars cash in your pocket. Now, where did the rest of it come from / 

Mr. Nappro. The rest may be at home too. It might have been all 
at home. I don’t remember. 

Mr. Leece. If it was all at home, then was $9,000 in cash at home? 

Mr. Nappro. It might have been seven thousand in cash. I had 
two thousand in my pocket. It might have been four thousand at 
home, five or six thousand at home. I mean I don’t remember the 
exact amount of what was there. 

Mr. Leece. Did you make any withdrawals from any bank ac- 
count maintained in your name for your investment in this Founders 
Syndicate stock ? 

Mr. Nappgo. Well, I made what—well, I don’t remember if it was 
prior to that. I think it was prior to that that I made a withdrawal 
out of an account. 

Mr. Lerece. Which is it, Mr. Naddeo? You testified that it was 
all cash. 

Mr. Nappro. No, it was a check that I got cash through. I drew it 
out of my 

Mr. Leece. On whose account did you draw that check? 

Mr. Nappeo. My account. It was my account. 

Mr. Lerece. Your personal account ‘ 

Mr. Nappro. Yes. 

Mr. Leece. At what bank? 

Mr. Nappeo. It is with Reynolds & Co., stock brokers. 

Mr. Leece. Whom did you turn this $9,000 over to, Mr. Naddeo? 
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Mr. Nappeo. I turned it over to a messenger that came into 

Mr. Lerce. A messenger ? 

Mr. Nappro. Yes. 

Mr. Leece. Whose messenger ? 

Mr. Napprgo. It was sent down from Harlew Agency. 

Mr. Leece. From Harlew Agency ? 

Mr. Nappeo. That is right. 

Mr. Lerce. Is that the agency that Mr. Saperstein was operating 
at that time? 

Mr. Nappeo. That is the agency of Mr. Saperstein, yes. 

Mr. Leece. Why did you not give it to Mr. Saperstein ? 

Mr. Nappro. I didn’t see Mr. Saperstein. 

Mr. Leece. I think you testified that the messenger whom you turned 
over the $9,000 to came down from the Harlew Agency. 

Mr. Nappeo. That is right. 

Mr. Lerce. Was Mr. Saperstein identified with the social security 
department of the Laundry Workers Union ¢ 

Mr. Nappro. Was he identified with it? 

Mr. Lerce. Yes. Was he a trustee of the social security depart- 
inent ? 

Mr. Nappgo. No, not that I know of. 

Mr. Lexce. Did you not think it strange in the light of your testi- 
mony that it was the intention of the social security department to 
purchase an insurance company; that your investment for that pur- 
pose would not be turned over to the social security department, but 
turned over to Mr. Saperstein ? 

Mr. Nappro. Well, 1 took him as an agent. He was an agent of an 
insurance company. And I thought it was 

Mr. Lerece. He was not buying the insurance company; the social 
security department was. 

Mr. Nappro. Yes. I didn’t know what the arrangements were be- 
tween the social security department and Harlew Agency. I didn’t 
know what the arrangements were. 

Mr. Leece. Who suggested that you invest this $9,000 ? 

Mr. Nappgo. Sam Byers. 

Mr. Lerce. Sam Byers? 

Mr. Nappgo. Yes, sir. 

Mr. Lerce. Who instructed you to turn over the $9,000 to Mr. 
Saperstein ? 

Mr. Nappro. I don’t remember how that came about. 

Mr. Leecre. Well, you wouldn’t just turn over $9,000 to Mr. Saper- 
stein ? 

Mr. Nappeo. I think it was a question of raising this money, that it 
had to go to California to that office where it was going to be worked 
out. I mean I don’t know the inside. 

Mr. Leece. That doesn’t answer my question, Mr. Naddeo. You 
would not turn over $9,000 to Mr. Saperstein except for a good 
reason ? 

Mr. Nappeo, Yes. 

Mr. Leece. And my question is: Were you instructed to do that ? 

Mr. Nappeo. Yes. 

Mr. Lerce. By whom? 

Mr. Nappgo. Well, I don’t remember if it was Mr. Byers that I 
spoke to over the telephone who told me. He told me that we were 
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going to get together and try to pool this money so we could—that was 
the forming of the Founders Syndicate. And then when the mes 
senger came down—TI spoke to Mr. Saperstein a day before, and he 
was sadam to send someone down for it. And I said, “O. K.” And 
he gave me a receipt for my money. And that was all. 

Mr. Lerece. Were these arrangements made at a meeting of the 
board of trustees or at a meeting of the international officers of the 
union ¢ 

Mr. Nappro. Well, this was talked about, I mean, not as a question 
of a meeting. It was talked about after a meeting that it would have 
been a good idea for the Laundry Workers Union to buy an insurance 
conips ny. 

Mr. Lercr. This was a meeting of the international officers and not 
of the social security department ? 

Mr. Nappro. Wel i it might have been a meeting of the international 
officers or the security department. It might have been either one. 

Mr. Leece. I am asking you that question. I don’t know. 

Mr. Napveo. I don’t know either. I mean I couldn't remember 
which one it was. It might have come out—let me put it this way: 
It might have come out ofa meeting of our international; and it might 
have come out of a meeting that I attended in the social security 
department. It might have come out of both meetings. 

Mr. Lerce. Were the representatives of the employers who con- 
tribute to this program consulted in any way on this investment ? 

Mr. Nappeo. I understand that they were, yes, sir. 

Mr. Leece. Well, I don’t understand your answer “the way you 
understand it.” 

Were they or were they not, to your knowledge, consulted ? 

Mr. Nappeo. I think they were. I am not sure. 

Mr. Lerce. Did you have any discussions with Mr. Chantry Davis 
who is one of the three employer trustees and who resides in Phila- 
delphia and represents the people or employers that the members of 
your local work for ? 

Mr. Nappgo. No, sir. 

Mr. Leece. Did you have any discussions with him about this 
investment ? 

Mr. Nappro. No, sir. 

Mr. Lerce. He is a trustee, an employer trustee, in the social security 
department, one of three? 

Mr. Nappeo. Yes. 

Mr. Lerce. In the company ¢ 

Mr. Nappeo. Yes. 

Mr. Leece. And yet you had no conversations with Mr. Davis? 

Mr. Nappeo. No, sir. 

Mr. Leece. On a problem as important to the social security depart- 
ment as the purchase of a life insurance company / 

Mr. Nappro. Yes. 

Mr. Leece. Did you or did you not? 

Mr. Nappro. No, I did not. 

Mr. Leece. Did you advise Mr. Davis that you were investing $),000 
in that enterprise ? 

Mr. Nappro. I don’t think I did; no, sir. 

Mr. Leece. Wasn’t this a union effort to purchase the insurance 
company, completely apart from the social security department ? 
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Mr. Nappeo. No, it wasn’t a question of the union. 

Mr. Leece. Wouldn’t you think it strange that you would not con- 
sult with an employer trustee if in fact it was the social security 
department that was making the purchase! 

Mr. Nappro. No, I didn’t consider it that way. I considered that 
it was a question of the Laundry Workers International Union, and 
not separated. It was a question that they wanted to buy an insurance 
company. 

Mr. Lerce. Who wanted to buy an insurance company ¢ 

Mr. Nappgo. I mean it was all our opinion. I mean as we spoke 
we thought that we would get a 

Mr. Lerce. Whom do you mean by “we” ? 

Mr. Navpeo. I spoke to Sam Byers. I spoke to Jimmy James. I 
spoke to Chasmar. 

Mr. Leece. That is exactly my point. 

Every one of the gentlemen whom you have mentioned are inter- 

national vice sebelideaite of the Laundry Workers International 
Union. 

Mr. Nappgo. Yes, sir. 

Mr. Leece. And members of the board of trustees of the social se- 
curity department. 

Mr. Nappro. Yes. 

Mr. Lerece. Now, Mr. Byers is in Indianapolis, Mr. James is in 
Chicago, and Mr. Chasmar is in Jersey City. 

Mr. Nappeo. Yes. 

Mr. Leece. And yet you did not talk with Mr. Chantry Davis who 
represents the employers and is located in Philadelphia where you 
are located ? 

Mr. Nappro. I didn’t. I didn’t talk to him. 

Mr. Lerce. Well, if I understand you properly, this decision to 
purchase the insurance company was a union decision and not a de- 
cision of the social security department. 

Mr. Nappro. Whatever the decision was, I don’t know where it 
came from. I don’t know if it came out of—I don’t think it came 
out of the union. It came out of social security. And that is where 
it came from. 

Mr. Leece. Did you ever receive any stock certificates of Founders 
Syndicate ? 

Mr. Nappgo. No. 

Mr. Lerce. You did not? 

Mr. Nappeo. No. 

Mr. Leece. And yet you invested $9,000? 

Mr. Nappro. By the time that happened—I mean, I didn’t have a 
stock certificate or anything. By the time that happened, why, I got 
my $9,000 back. 

Mr. Lerece. What guaranty did you have that there would be a 
return on your $9,000 ? 

Mr. Nappeo. It wasn’t a question of guaranty. I don’t think there 
was any chance of losing it. I don’t think I was gambling anything. 

Mr. Leece. But you had nothing to support your investment of 
$9,000? 

Mr. Nappeo. No, sir. 

Mr. Leece. You "turned over $9,000 to Mr. Saperstein who is iden- 
tified with neither the union, the social security department, nor the 
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employer associations with whom you deal? You turned over nine 
thousand in cash to him. And in return for that you received noth- 


ing? 

» Nappeo. Well, maybe I don’t make myself clear. ‘I'he purpose 
of it was to talk of going out and buying a company, an insurance 
company. That was the purpose. And he didn’t want it known. 

Mr. Lerce. I don’t argue with the purpose, Mr. Naddeo. 

My question is simply this: Would you ordinarily turn over $9,000 
without wanting some tangible evidence or receipt, let us say, for the 
$9,000 ¢ 

Mr. Nappro. Well, let me say this—— 

Mr. Lerce. In the form of a receipt, a stock certificate, or some 
indication of ownership ¢ 

Mr. Nappgo. Well, what I thought of is anything for the interna- 
tional, to do some good for our international or the social security 
department, anything that would do any good to get better premiums 
or to have a good program. I was for that a hundred percent. 

Mr. Leece. But you did receive no stock of any kind ‘ 

Mr. Nappgo. No, sir. 

Mr. Lerce. Do you know a Doris DiGesu ? 

Mr. Nappgeo. No; I don’t. 

Mr. Leecr. Have you ever met her? 

Mr. Nappego. No, sir. 

Mr. Leece. Have you ever heard of her ¢ 

Mr. Nappeo. I think I heard the name. 

Mr. Leece. You have heard it ? 

Mr. Nappeo. I think I have heard the name. 

Mr. Leece. In what connection, Mr. Naddeo, did you hear the name ¢ 

Mr. Nappeo. I heard it when I got my $9,000 back, when I got a 
check for my $9,000 back. 

Mr. Leece. Was not the stock in fact issued to Miss DiGesu ? 

Mr. Nappeo. I don’t know. 

Mr. Leece. Representing your investment ? 

Mr. Nappgo. It might have been. I don’t know. 

Mr. Leece. Who repaid you the $9,000 ? 

Mr. Nappeo. Matt Dooley. 

Mr. Leece. Matthew Dooley is an employer trustee for the social 
security department ? 

Mr. Nappeo. That is right. 

Mr. Leece. When was that, Mr. Naddeo? 

Mr. Nappgo. You can find out the dates better than I. 

Mr. Leece. Wouldn't that have been about a year ago? 

Mr. Nappgo. I don’t remember if it was 6 months ago or 8 months 
ago. I couldn’t pinpoint what date that was. 

Mr. Lerce. Did Mr. Dooley indicate to you that the stock would be 
issued in the name of Miss DiGesu ? 

Mr. Napprgo. No. 

Mr. Leece. Did Mr. Byers? 

Mr. Nappeo. I don’t know what went on between Matt Dooley and 
Mr. Byers. I mean I don’t know. 

Mr. Leece. Well, did anybody? You stated that you didn’t receive 
any stock certificates. And yet you had invested $9,000. 

I don’t think it is unreasonable on my part to ask you 

Mr. Nappgo. No, no; I am not saying that it is. 
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Mr. Leece. Whether or not you made any inquiry at all as to whether 
or not stock had been issued representing your $9,000 investment. 
And if the stock was not issued to you, whether or not it had been issued 
to anybody else. 

Mr. Nappro. No; I didn’t make any inquiries at all about it. 

Mr. Lerce. So, if I understand you properly, you turned over $9,000 
for the purpose of investing in an insurance company at the request of 
Mr. Byers. 

The money was turned over to Mr. Saperstein. And thereafter you 


heard nothing about it until you received $9,000 from Mr. Matt 
Dooley ? 


Mr. Nappeo. That is right. 

At that time I knew that we had California Life. 

Mr. Lerce. Did Mr. Saperstein ask you for money for this purpose? 

Mr. Nappro. No, sir. 

Mr. Leece. Did you have any contact with Mr. Saperstein on this 
transaction ¢ 

Mr. Nappgo. No, sir. No contact whatsoever. 

Mr. Leece. Then you got your instructions from Mr. Byers and 
then you consulted with Mr. Saperstein ? 

Mr. Nappro. Yes. I asked Mr. Saperstein. And that was to go 
back to the thought that he was an insurance agent. And I guess 
that is the way it had to work out. 

Senator ALLorr. Just one or two questions, Mr. Naddeo. 

Now, as I understand it, you are vice president of local No. 10. 

Mr. Nappro. Yes, sir. 

Senator Atiorr. Of LWIU ? 

Mr. Nappeo. Yes, sir. 

Senator Atiorr. And for which you receive a salary of $10,400? 

Mr. Nappro. Yes, sir. 

Senator Atnorr. Have you ever been a laundry worker yourself? 

Mr. Nappgo. Yes, sir. <A laundry driver. 

Senator Anvorr. A laundry driver? 

Mr. Nappeo. Yes, sir. 

Senator Atiorr. And you are also a vice president of the Can 
Workers? 

Mr. Nappeo. Yes, sir. 

Senator AtLorr. Have you ever been a can worker? 

Mr. Nappro. No, 


They came to me at that time back in 1940, I guess, for organization. 

Senator Atitorr. The truth of the matter is that you hold that of- 
fice solely by virtue of the fact that you, as an outsider, went in and 
organized the can workers? 

Mr. Nappeo. That is right. 

Senator Atiorr. And the same situation is true with the cleaners. 
You never worked as a cleaner ¢ 

Mr. Nappgo. I never worked as a cleaner. 

Senator ALLorr. And you hold your office in the cleaners by virtue of 
the fact that you, as an outsider, went in and organized the cleaners? 

Mr. Nappgo. Not as an outsider. I mean it was a question of an 
organizer ; yes. 

I wasn’t a cleaner. 

Senator AtLorr. But you were not a cleaner and never have been ‘ 

Mr. Nappro. That is right. 
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Senator Atiorr. And your connection with the laundry workers is 
that you did drive a truck ? 

Mr. Nappro. Yes, sir. 

Senator ALtiorr. When did you drive a truck for them? 

Mr. Nappro. Oh, I drove a truck in 1937; I drove a truck in 1936. 

Senator Atnorr. What has been your occupation prior to this time 
that you became an officer of these various unions, besides driv ing : 
laundry truck? 

Mr. Nappro. As a laundry driver. 

Senator Atiorr. That is all you have ever done? 

Mr. Nappeo. Yes. Drive a truck. I drove a bobtailed truck. 

Senator AtLorr. A bobtailed truck ? 

Mr. Nappro. Yes. 

Senator Attorr. Now, Mr. Naddeo, I would like to ask one question 
with respect to your people, your business representatives, in local No. 
10. 

How much of their time do they devote or did they devote last year 
to the welfare business / 

Mr. Nappro. You mean all the men ? 

Senator AtLorr. What percentage of their time did they devote 
to it? 

Mr. Nappeo. I couldn’t very well measure that. I don’t know if 
they spend an hour today or 3 hours tomorrow or the next day 4 hours 
I mean the question 

Senator AnLorr. There is no check on them at all 4 

Mr. Nappro. No, sir. 

Senator Atxorr. I believe you stated before when I asked you that 
they did not report to anyone? 

Mr. Nappro. No. 

Senator Atxorr. If there appeared to be work to be done, they did 
it; if there did not appear work to be done, nothing was done? 

Mr. Napprgo. There is work in there for 24 hours a day. 

Senator Attorr. They do not report to anyone for orders, do they ¢ 

Mr. Nappeo. No, not the question of orders. 

Senator Atiorr. Gould you tell me how much of all of your time, 
all of your work-hour time, in the last year you have devoted to the 
welfare business of local No. 10? 

Mr. Nappeo. I coudn’t measure that this last year, Mr. Senator. I 
couldn’t measure anything this last year. 

Senator Anxuorr. Did you ever check the records of the social 
security department to see that your membership was getting the 
insurance that it was entitled to? 

Mr. Nappgo. That is what I was primarily interested in. ‘That is 
the main thing I was interested in. 

Senator Atiorr. Well, how do you account for the fact that the 
records here indicate that your first roughly $75,000 worth of pre- 
miums were not paid to the insurance company? And how do you 
account for the fact that the total differences between what your 
members paid and what they should have received is over $108, 000 2 

Mr. Nappgo. I don’t know anything about that part. The only part 
I know is when our local union members come in for their claim. 

Senator Axtiorr. But you never assumed any responsibility for 
seeing that they got what they paid for then? 

Mr. Nappeo. No, sir. 
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Senator Antwort. I think that is all I have, Mr. Chairman. 

Senator Dovatas. I have no further questions. 

Mr. Davis. Does the committee desire to question Miss Tocci while 
she is here? 

Mr. Leece. No. 

Mr. Davis. Thank you. 

Senator Atxorr. May we have a short recess, Mr. Chairman ? 

Senator Dove.as. Very well. We will recess for a few minutes. 

(Whereupon, a short recess was taken.) 

Senator Dovatas. The committee will reconvene, and the next wit- 
ness will be Mrs. Montefusco. 

Will you come forward? Will you raise your right hand? 

Do you solemnly swear that the testimony which you are about to 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 


TESTIMONY OF MRS. CONCETTA MONTEFUSCO, MAPLEWOOD. N. J. 


Mrs. Montervusco. I do. 

Senator Doveias. Would you give your name and address for the 
sake of the record? 

Mrs. Monrerusco. Concetta Montefusco, 12 Ohio Street, Maple- 
wood, N. J. 

Senator Dovetas. Until recently, what was your occupation ? 

Mrs. Monrerusco. I was a bookeeper for Harlew Agency. 

Senator Doveras. And who was the head of the Harlew Agency ? 

Mrs. Monverusco. It was a corporation. 

Senator Doveias. But who was—under whose personal direction 
did you work? 

Mrs. Monrerusco. Mr. Saperstein. 

Senator Doveias. Mr. Louis B. Saperstein ¢ 

Mrs. Monrerusco. Yes. 

Senator Dovetas. For how long 

Senator Auiorr. Can the witness speak louder? 

Mrs. Monvtervsco. I will try. 

Senator Dovenas. For how long did you work for Mr. Saperstein ? 

Mrs. Montrerusco. About 314 years. 

Senator Dove.as. 214 years? 

Mrs. Monterusco. 3% years. 

Senator Doveias. When did you cease working for him ? 

Mrs. Monterusco. The end of October of 1954. 

Senator Dovetas. So you began working for him early in 19504 

Mrs. Monrrerusco. 1951. 

Senator Dovewas. And finished in October 1954? 

Mrs. Monvterusco. Yes. 

Senator Dovenas. What was the nature of your duties with Mr. 
Saperstein ? 

Mrs. Monrervusco. I was the full-charge bookkeeper and took care 
of the books of the corporation. 

Senator Doveias. You were chief bookkeeper and took charge of 
all entries? 

Mrs. Monrsrusco. Yes, sir. 

Senator Doue.as. Were you in charge of disbursements? 

Mrs. Monvtervusco. Yes, sir. 
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Senator Doveias. So you were in general charge both of receipts 
and disbursements? 

Mrs. Monrerusco. That is right. 

Senator Doverias. Mr. Leece? 

Mr. Lerce. This was an insurance agency, Mrs. Montefusco? 

Mrs. Monrerusco. Yes. 

Mr. Leecr. How many sets of books or records did you maintain in 
that agency ? 

Mrs. Monterusco. Oh, 7 or 8 sets of books. 

Mr. Lerce. Each set representing a different corporation ¢ 

Mrs. Monterusco. That is right. 

Mr. Leece. Will you identify those corporations for the record, 
please ? 

Mrs. Monrerusco. Harlew Agency of California, Inc.; Harlew 
Agency of Illinois, Inc.; the Dean Agency; Elby Agency; Richlew 
Agency; Harlew Underwriters. I think that about covers the 
insurance. 

Mr. Leece. What was the purpose of these various corporations ¢ 

Mrs. Monrerusco. I don’t know. The accountant had set them 
up that way. 

Mr. Leece. Were they set up to maintain the account of particular 
welfare funds? 

Mrs. Monrervusco. That is correct. 

Mr. Lerce. What account—how was the Laundry Workers welfare 
fund handled, through what account? 

Mrs. Monterusco. That was handled through the Harlew Agency 
of California, and the Harlew Agency of Lllinois. 

Mr. Leece. Harlew Agency of California and Harlew Agency of 
Illinois ? 

Mrs. Monrerusco. Yes. 

Mr. Lerece. Premiums being paid by the social-security department 
of the Laundry Workers International Union were sent to you in 
Newark, were they ? 

Mrs. Monrerusco. Yes. 

Mr. Leece. To whom were those checks made payable? 

Mrs. Monterusco. Louis B. Saperstein. 

Mr. Lerece. Did you receive those checks? 

Mrs. Monterusco. Yes. 

Mr. Leece. What disposition did you make of them? 

Mrs. Monterusco. They were entered, of course, and the receipts 
deposited. 

Mr. Lerece. You kept a separate set of books. Did you have a pre- 
mium receipt ledger or some such ? 

Mrs. Monrerusco. Yes. 

Mr. Lerce. Some such accounting ledger ? 

Mrs. Monrerusco. Yes. 

Mr. Lerce. Those would be deposited to a ledger that you main- 
tained for the Laundry Workers welfare fund ? 

Mrs. Monrerusco. That is correct. 

Mr. Leece. And then what disposition did you make of the checks? 

Mrs. Montervsco. Well, once a month the premium was sent to the 
insurance company. 

Mr. Leece. Once a month this same check would be sent to the 
insurance company ? 
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Mrs. Monterusco. No. We would draw a check to the insurance 
company. 

Mr. Leece. What did you do with the check that you got from 
Indianapolis? 

Mrs. Monterusco. It was deposited in our account. 

Mr. Lerece. In what account ? 

Mrs. Monvrervusco. Either Harlew of Illinois, or Harlew of 
California. 

Mr. Lerece. And where were those accounts maintained ? 

Mrs. Monrerusco. At the Lincoln National Bank in Newark. 

Mr. Lerce. In Newark? 

Mrs. Monterusco. Yes. No, I am sorry. I want to make a cor- 
rection. The Harlew Agency of California had a California bank. 

Mr. Leece. Had an account in a California bank? 

Mrs. Monterusco. Yes. 

Mr. Leecr. Were any of the premiums sent to that bank? 

Mrs. Monterusco. All premiums that refer to the California com- 
pany were sent to the California bank. 

Mr. Legece. What California company are you speaking of, now? 

Mrs. Monterusco. Harlew Agency of California. 

All premiums that came in under the Harlew Agency of California 
company were sent to the California bank for deposit. 

Mr. Lercr. You have got me a little confused here, now. The 
premium came out of Indianapolis, the social-security department, 
to Newark? 

Mrs. Monrerusco. Yes. 

Mr. Leece. All of it? 

Mrs. Monterusco. Yes. Well, whatever checks came in. 

Mr. Lerce. Well, that is where I don’t understand this California 
situation that you are speaking of. No premium was made—or was 
premium paid to the California company ¢ 

Mrs. Monterusco. All the checks were made out to Louis B. Saper- 
stein. 

Mr. Leece. Yes, and sent to you in Newark. 

Mrs. Monterusco. And sent to Newark. 

Mr. Leece. And to California? 

Mrs. Monterusco. To Newark. 

Mr. Lerce. To Newark. All right. What did you do with those 
checks at the time you received them ? 

Mrs. Monrerusco. I would separate whatever locals were under 
the California company and those that were under the [linois 
company. 

Mr. Lerce. Yes? 


Mrs. Monvervusco. Those for the Illinois company were deposited 
at the Lincoln National in Newark, and those for the California com- 
pany were deposited in the California bank in California. 

Mr. Leecr. Who made the deposits in California? 

Mrs. Monterusco. They were made by mail. 

Mr. Lerece. By mail? 

Mrs. Monrervusco. Yes. 


Senator Atiorr. Before we leave that, how did you determine this 


division as to what checks went to the California company and what 
checks went to Newark? | 


( 
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Mrs. Monterusco. I had a list designating what I called a western 
and eastern plan, and all locals that were under the eastern plan 
went into the Illinois account, and all locals that were designated 
as the western plan went into the California plan. 

Senator Doveias. Where was the dividing line between east and 
west / 

Mrs. Montrerusco. I divided it with the Mississipp). 

Senator Atyorr. Did you make that decision, or was that made 
by Mr.— 

Mrs. Monterusco. No, that decision was not made by me. 

Senator AtLorr. Who was it made by ¢ 

Mrs. Montrervsco. We had a list of locals. 

Senator Attorr. Do you know who prepared that list? 

Mrs. Monrerusco. No; I don’t. 

Senator ALLorr. Was it there when you came there / 

Mrs. Monvrerusco. Yes; I think so. 

Senator Atuorr. All right. 

Mr. Lerce. Now, how was premium sent to the carrier? How did 
you pay the insurance carrier in this case, the laundry workers case ¢ 

You received this premium from the social security department in 
Indianapolis, and that check was deposited in the Lincoln National 
Bank in Newark, but the insurance company had still not been paid. 

Now, how was that done? 

Mrs. Monterusco. Well, when I accumulated premiums of all the 
Jocals who had sent in their collections, that is, the social security de- 
partment of the Laundry Workers Union had sent in their premiums, 
then once a month I would compute the amounts and send them into 
the carrier. 

Mr. Leece. That was Security Mutual in Binghamton, N. Y.? 

Mrs. Monterusco. That is right. 

Mr. Leece. Did you send the same amount to Security Mutual that 
you had received from 

Mrs. Montrerusco. Not in all cases. 

Mr. Leece. Not in all cases? 

Mrs. Monterusco. That is right. 

Mr. Leece. What cases did you not send the same amount that 
you got from Indianapolis? 

Mrs. Monterusco. In some cases it was necessary to deduct ap- 
proximately 20 percent. 

Mr. Leece. In some cases it was necessary to deduct approximately 
20 percent ¢ 

Mrs. Montrerusco. Yes. 

Mr. Lerce. Now, you didn’t do that on your own authority? 

Mrs. Monrerusco. No; I didn’t. 

Mr. Lerce. By whose authority ? 

Mrs. Monrerusco. Mr. Saperstein’s authority. 

Mr. Lerce. Do you recall the substance of his conversation with 
you at the time you were first instructed to make that deduction ? 

Mrs. Monrervsco. It was a procedure that was used prior to my 
coming there, although I did ask them the reason for it. 

Mr. Ler ce. It had “heen going on prior to the time that you became 
employed by Harlew? 

Mrs. Monrerusco. Yes. 
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Mr. Leece. What did Mr. Saperstein state to you by way of in- 
structions on these deductions ¢ 

Mrs. Monrerusco. That the deductions were to take care of un- 
employment turnover. 

Senator Doveias. Unemployment turnover? 

Mrs. Monrerusco. Yes, sir. You see, the type of work that they 
had in these unions, they would work a day, and then they would quit 
or they work a couple of days, and there was a terrific turnover in 
these workers. 

In other words, if a premium came in, say, for 100 workers, it was 
very possible that the thing was that those 100 actually were not elig- 
ible for benefits because srobably during the month there may have 
been 50 of those people t th at didn’t work all month. They may have 
worked a week or a day. 

Senator AuLorr. Well, now, Mrs. Montefusco, you know that you 
didn’t receive any money in that agency for people who hadn’t worked ; 
that the amount of money that was received was based upon the actual 
time that employees had worked. 

You know that, don’t you? 

Mrs. Monerusco. No; I don’t know that. 

Senator Atitorr. Do you know it now? 

Mrs. Monterusco. If you say so. I don’t know that. 

Senator Atxorr. I am asking you if you know it. 

Mrs. Monrerusco. No; I still don’t know that. 

Senator Atxorr. I think you are trying to fool someone here with 
that statement about unemployment turnover. 

Mrs. Montervusco. No. I would have no reason to fool anyone. 

Senator Dove tas. Is it not true that you did not forward checks to 
Security Mutual until April 1953—and I am speaking of local 10 from 
Philadelphia ? 

Mrs. Monterusco. It is possible. There were so many locals it 
would be very hard for me to remember. 

Mr. Lexce. If I may, let’s get specifically into the case of local 10 
in Philadelphia. 

The insurance was effective with Security Mutual November 1, 1952. 
Subsequent to that date, insurance premium was being sent to Harlew 
in Newark each month for transmittal to Security Mutual. 

Actually, the policy did not become effective with Security Mutual 
until April 1, 1953. Now, what did you do with the premium that you 
aa from Indianapolis from November 1, 1952, until April 1, 
1953 

sire. Monterusco. Those premiums that were not sent back to Se- 
curity 

Senator Arzorr. I can’t hear you. 

Senator Doveias. Should we move down there? 

This is not to intimidate you, Mrs. Montefusco, but to make it pos- 
sible for us to hear your answers. 

Let the record show that it is not to intimidate the witness, but to 
make the replies easier to hear. 

Senator Autorr. There is no intimation that there is any intimida- 
tion; is there? 

Senator Dova.as. No; but I want to make it clear. 

Mr. Leece ? 


Mr. Leece. Yes; I think you were going to explain. 





WELFARE AND PENSION PLANS INVESTIGATION 447 


Mrs. Montefusco, records of the social security department in In- 
dianapolis indicate that the effect date of the coverage with Security 
Mutual was November 10, 1952. The records of Security Mutual, 
however, indicate that the effective date for the local 10 program was 
April 1, 1953. 

Now, for November 1952, the social security department remitted to 
Harlew $9,981.40 in December. In January, they remitted $16,615.50. 
In March they remitted $15,998.40. 

In the same month, March 24, they remitted $16,443.90. On April 
30, the social security department remitted $16,107.30. 

Now, Mrs. Montefusco, that represents a total of $75,146.50 which 
was sent to you by check during the period November 1952 to and 
including April 1953. 

The records of the Security Mutual Insurance Co. indicate that 
during that same period they received no premium from the Harlew 
Agency. Now, could you tell us what you did with that premium? 
With those checks? 

Mrs. Montervusco. Well, that premium was returned to the Laundry 
Workers International Union, less claims that we paid out of our 
office. 

Mr. Leece. So that you were self-insuring during that period, or the 
agency was self-insuring during that period ? 

Mrs. Monterusco. I don’t know whether it is called self-insuring. 

Senator Dove.as. But you paid claims out of your own checks over 
this period ? 

Mrs. Monrerusco. Yes, sir. 

Senator Doueias. And the difference between the amounts of the 
benefits which you paid directly, and the amounts of the premiums 
which you received, that difference was sent back to the Laundry 
Workers International Union ? 

Mrs. Montervusco. That is right. 

Senator Doveias. To whom was that check or were those checks 
made payable? 

Mrs. Montervusco. To the Laundry Workers International Union. 

Senator Dova.as..To Mr. James, as secretary-treasurer ? 

Mrs. Monterusco. The checks were made out to the Laundry Work- 
ers International Union. 

Mr. Leece. But to whom were the checks mailed ? 

Mrs. Monterusco. Mailed to Mr. James. 

Senator Dovetas. Mailed to Mr. James? 

Mrs. Monterusco. Yes. 

Senator Douetas. In Indianapolis? 

Mrs. Montervusco. In Chicago. 

Mr. Lerece. Why did you send them to Mr. James? The head- 
quarters of the international union are located in Indianapolis. 

Mrs. Monrervusco. I don’t know. There is an office there in 
Chicago. ; 

Senator Doveras. The social security department is in Indianapolis. 

Mr. Leecer. But there are 40 or 50 offices. 

Mrs. Monterusco. I don’t know the reason why. 

Mr. Leecr. Somebody must have told you to do it in just this way. 
Who was that ? 

Mrs. Montervusco. Well, Mr. Saperstein instructed that they should 
be sent there. 





448 WELFARE AND PENSION PLANS INVESTIGATION 


Mr. Leece. To Mr. James? 

Mrs. MonTeFusco. In care of Mr. James. 

Senator Atuiotr. Before we leave that, how much of these 1, 2, 3, 4, 
5 payments—how much was paid out in claims, and how much was 
sent, as you say, to the International Union ? 

Mrs. Monrerusco. I wouldn’t be able to give you a figure. That 
would be impossible without the records, but the claims amounted to 
quite an amount. It would be very hard for me to say. 

Senator Atxorr. I didn’t ask you—do you know how much they 
were? You say they were quite an amount. Do you have any idea 
in round numbers what they were? 

Mrs. Montervsco. It is very hard to determine. It may have been 
$10,000 or $12,000 a month. I don’t know. 

Senator Atuorr. Well, you cae don’t know at all, then? 

Mrs. Monrerusco. I wouldn’t be able to tell you without my records. 

Senator Atsorr. That is all right. Iam not trying to—I just want 
to find out if you have any independent recollection. Do you or don’t 
you? If you don’t, say so, and it is perfectly all right. 

Mrs. Monrervusco. I wouldn’t be able to remember the amount. I 
would say it would be close to $10,000 or $12,000 a month. 

Senator Dovetas. That is for the country as a whole? 

Mrs. Monrerusco. No. I am talking about maybe one 

Senator Atiorr. Talking about this fund ? 

Mrs. Monrerusco. It would be that much for this fund. 

Senator Attorr. How much would it be for this fund ? 

Mrs. Monrerusco. I wouldn’t be able to remember. 

Senator Atiorr. Do you have any independent recollection of how 
much money you sent to the International in care of Mr. James during 
this 5 months, or as a result of these 5 months’ operations ? 

Mrs. Montervusco. I couldn’t name a figure. I may be way off. 

Senator Atuorr. Where are those records, Mrs. Montefusco ? 

Mrs. Monrerusco. Where are they ? 

Senator Antiorr. Yes. 

Mrs. Monrerusco. Where are they now ? 

Senator Atiorr. Yes. 

Mrs. Monrerusco. I don’t know. 

Senator Atiorr. Where were they the last time you saw them ? 

Mrs. Monrerusco. They were in Chicago. 

Senator Attorr. In Chicago? 

Mrs. Monrerusco. Yes. 

Senator Anitorr. In whose custody ? 

Mrs. Monvrerusvo. They were at an office in Chicago. We main- 
tained an office in Chicago. 

Senator Atiorr. In your Chicago office ? 

Mrs. Monterusco. Yes. 

Mr. Leece. What information do you have as to the present where- 
abouts of those records? 

Mrs. Monrervsco. I have no information. 

Mr. Leecr. Have you ever been advised as to the whereabouts of 
those records? 

Mrs. Monrervsco. No. 

Mr. Lerce. Have you ever been advised that they had been lost or 
stolen ? 

Mrs. Monterusco. Well, I assumed that they had been lost or stolen. 
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Mr. Leece. Did you not tell members of the staff of this subeo: 
mittee that they had been lost or stolen ¢ 

Mrs. Monvrerusco. I said I assumed that they were, ves. 

Mr. Lerce. You assumed they were / 

Mrs. Monrerusco. Yes. 

Mr. Leece. You don’t ake assumptions without having some bas 
for it. 

Mrs. Monrerusco. I was in Chicago. 

Mr. Leece. Well, there are a lot of people in Chicago, but I want to 
know how you know that these records were not available. How d 
that information come to you? 

Mrs. Montrervusco. Someone had broken into the Chicago office, and 
I went there. 

Mr. Leecr. Who told you someone had broken into the Chicago 
office ¢ 

Mrs. Monrerusco. We had gotten a call from a Mr. Lippman i 
Chicago. 

Mr. Leece. Who is Mr. Lippman ? 

Mrs. Monterusco. He is an attorney. 

Mr. Lerce. Is he an associate of Mr. Saperstein / 

Mrs. Monrerusco. We retained him at one time. 

Mr. Lerce. As an attorney ? 

Mrs. Monterusco. As an attorney. 

Mr. Lerce. Was he identified with the Harlew Agency of Illinois? 

Mrs. Monterusco. I don’t know. 

Mr. Lerece. He told you that the records had been stolen? 

Mrs. Monverusco. He didn’t tell me, directly. He had phoned the 
office. No, not that the records had been stolen; that someone had 
broken into the office. 

Mr. Leece. Did they take all of the records of that agency ? 

Mrs. Monterusco. I don’t know. 

Mr. Leece. Were any records maintained in that office for cases 
other than the laundry workers case? 

Mrs. Montrerusco. No. 

Mr. Leece. Just the laundry workers case ? 

Mrs. Monterusco. Yes. 

Mr. Lerce. Now, when did that happen, to your knowledge ?/ 

Mrs. Monterusco. Oh 

Mr. Leece. That is, this breaking in and stealing of these records. 

Mrs. Monterusco. Sometime in July of 1954. 

Mr. Leece. Of 1954? 

Mrs. Monrerusco. Yes. 

Mr. Leece. Was any report made of that to police authorities in 
Chicago? 

Mrs. Monterusco. Yes. 

Mr. Leece. By whom, do you know? 

Mrs. Monterusco. I believe by Mr. Lippman’s office. 

Mr. Leece. Who was in charge of the office in Chicago at that time ? 

Mrs. Monrerusco. There was no one there. 

Mr. Leece. The office was closed, was it? 

Mrs. oe o. Yes. 

Mr. Leece. They were not doing business at that time in Chicago ? 

Mrs. Monterusco. No, the office was closed. 
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Mr. Leece. That was in July of 1954? 

Mrs. Monrerusco. Yes. 

Senator Dovatas. I am puzzled at your sending records to an office 
where there is no one. 

Mrs. Monrerusco. There was no one there at that time. 

Senator Doucias. Who generally was there? 

Mrs. Monterusco. Well, at one time there were two people there 
at the office. 

Senator Dovaias. Who were they ? 

Mrs. Monterusco. A Mr. Adolph Barthold, and a young lady by 
the name of Shaeffer. 

Senator Atiorr. When was this office closed down ? 

Mrs. Monterusco. At the beginning of the year, I believe. At the 
beginning of 1954. 

Senator AtLorr. As I understand it, your office was in Newark? 

Mrs. Monrerusco. Yes. 

Senator Atuorr. And yet the records pertaining to this transaction 
were sent out to Chicago in that office. We are speaking about the 
records pertaining to this transaction right here, were sent to Chicago; 
is that correct? 

Mrs. Monterusco. They were maintained in Chicago. 

Senator Atxorr. Then you kept no records on this in your Newark 
office at all ? 

Mrs. Monterusco. No. 

Senator Atiorr. On No. 10? 

Mrs. Monrerusco. No, the books were not at the Newark office. 

Senator Atuorr. Well, then, how would you know that the records 
are with local No. 10 if you didn’t maintain any books in Newark 
on them ? 

Mrs. Monrerusco. The records were brought in to me approxi- 
mately once a month. 

Senator Atxorr. From where? 

Mrs. Monterusco. Mr. Saperstein would bring the records in to me. 

Senator Atiotr. On local No. 10? 

Mrs. Monrerusco. I am talking about the records of the Harlew 
Agency of Illinois. Local No. 10 was in that company. 


Senator Atuorr. He would bring the records in to you about once 
a month? 


Mrs. Montervsco. Yes. 

Senator Axtuorr. And that is the only time you had access to the 
records concerning the laundry workers account, then ? 

Mrs. Monterusco. That is right. 

Senator Attorr. How long would you have them in your 
possession? <A day? 

Mrs. Monterusco. As long as I needed them; 2 or 3 days. 

Senator Ariorr. And then he would remove them from your 
possession ? 

Mrs. Monterusco. Yes. 

Senator Atiorr. Do you know where he kept them ? 

Mrs. Montervso. [ assumed they went back to Chicaga. 

Senator Attorr. Were there any checks sent out? You say there 
were checks sent out of this fund to the international in care of Mr. 
James. Were checks sent out during this first 5 months or as a result 
of that operation to any persons other than James? 
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Mrs. Monrerusco. No. 

Senator Attorr. Did James return any moneys to Mr. Saperstein 
during this period, to your knowledge ¢ 

Mrs. Monrerusco. No. 

Senator AtLorr. Now, what value would these records have to a 
thief ? 

Mrs. Monrerusco. From what I could see, it was probably just 
vandalism. 

Senator Attorr. Was there anything else taken in the office ? 

Mrs. Monrerusco. Records were strewn all over the office. There 
was no way of my telling just what was taken. 

Senator Auvorr. You didn’t note anything particularly that was 
taken ? 

Mrs. Monrerusco. I went in and I tried to clean it up and get out 
just as soon as possible. It would be hard for me to say. 

Senator Doucias. Mrs. Montefusco, we have had records for a 
number of locals. The premiums were not forwarded to Security 
Mutual for some months after checks were received for those locals 
from social security. 

We have pointed out that in the case of local 10, there was a 5-month 
gap. In the case of Jersey City, 284, there was a 6-month gap, with 
apparently some $94,000 paid in to you which was not paid out, and 
then there was a gap of 6 months of local 66 and 64 in Boston—6 
months for local 66 itself in Boston; 5 months for local 66 and 77 in 
Boston ; 5 months in Providence; 3 months in Des Moines; 8 months in 
Detroit; for a total of $87,000 withheld. 

Pittsburgh, 4 months; St. Paul, 1 month; Minneapolis, 8 months, 
with $46,000 withheld. Duluth, 4 months; a total of $5,545 withheld. 

So that on this type of item alone—and I have not listed some of the 
minor ones—we had $371,057.50 received by your group of companies 
which were not forwarded to the Security Mutual. 

Do you admit that this was a common practice, of withholding pre- 
miums for some months when the locals would come under the insur- 
ance or welfare plan? Isthatacommon practice? Well, was it done 
in these cases 4 

Mrs. Monvrerusco. It was done in those cases. 

Senator Douetas. It was done in those cases ? 

Mrs. Montervusco. Yes. 

Senator Dove.as. At whose direction was this done? 

Mrs. Monrerusco. Mr. Saperstein. 

Senator Dovenas. Mr. Saperstein’s direction ? 

Mrs. Monterusco. Yes. 

Senator Dovetas. Then, during this time you paid benefits? 

Mrs. Monrerusco. Yes. 

Senator Doveias. And the difference between the amounts which 
you received and the benefits were then sent to Chicago to the Laundry 
Workers International Union. Was Mr. James’ name written on 
these checks ? 

Mrs. Montrerusco. No. 

Senator Doucias. But sent to his address in Chicago—to an address 
in Chicago? 

Mrs. Monrerusco. To an address in Chicago. 

Senator AtLotrr. What is that, the Monroe Street address? 

Mrs. Montervusco. I don’t remember the address. 
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Senator Doucias. You were here yesterday ? 

Mrs. Monrerusco. Yes, sir. 

Senator Doveias. And you heard the testimony of Mr. Plant? 

Mrs. Monrerusco. Yes. 

Senator Dovetas. Mr. Plant testified that in addition to that, when a 
local would be covered by a Security Mutual policy, it was the gen- 
eral practice for you to report a smaller number of lives and therefore 
make a smaller payment to Security Mutual than the numbers in that 
local for which the social-security department made a payment to vou. 

You heard that testimony ¢ 

Mrs. Monrerusco. Yes, I did. 

Senator Doueias. Was Mr. Plant’s testimony true / 

Mrs. Monrerusco. Yes, 

Senator Dovetas. It was true? 

Mrs. Monrerusco. Yes. 

Senator Doueias. How do you account for that ¢ 

Mrs. Monrerusco. Like I explained before, it was an arbitrary 
figure of approximately 20 percent that we deducted, and it was 
explained to me as I explained it to you. It was to cover the unem- 
ployment turnover. 

Senator Douecias. Unemployment turnover. You mean that the 
union paid unemployment benefits ? 

Mrs. Monrerusco. No, no, no. 

Senator Doveias. You had received the premiums on the basis 
of hours worked, and the computations were made in Indianapolis 
on the basis of hours worked. You would have no figures to estimate 
the unemployment. 

As a matter of fact, there is no record that the union ever made 
unemployment benefits. The benefits were for health and welfare, 
not for unemployment. 

Mrs. Monverusco. I think you are confused as far as this word 
“unemployment.” It is not unemployment benefit; it is to cover—it 
is transient workers, actually. 

Senator Doveras. Transient workers? 

Mrs. Monterusco. Yes. 

Senator Atvorr. How can you sit there and try to put over such a 
baldfaced thing, Mrs. Montefusco ? 

Now, let’s get the facts. You knew—and I am talking about you, 
per sonally—you knew that you were receiving checks from the social- 
security department every ‘month for a certain number of workers 
based upon a certain number of hours of work. 

Mrs. Mon'rerusco. No, I did not. I don’t know how that rate was 
—— 

Senator AtLorr. Well, you knew that the rate was computed upon 
a cert: tin amount per hour of work, didn’t you? 

Mrs. Monrerusco. No. I honestly didn’t know. It was not my 
business to know. I was not interested in how it was computed. 

Senator Atiorr. All right. Now, you did know, for example— 
and referring to the hooks you have before you—that with reference 
to local 10, that on May 26, 1953, which is the sixth item, there, by 
your chee k or by check 1560 of the social sec urity department, you 
received in your office $15,942.30, did you not? 

Mrs. Monterusco, Yes; according to this record. I can only go 


by this. 
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Senator Atiorr. All right. You were the one who rece 
checks, and who handled them. 

Mrs. Monrerusco. Yes. 

Senator Atuvorr. So if this record is true that is before both v 
and myself, then you did receive $15,942.30 for this account for th 
month. 

Mrs. Monrerusco. Yes. 

Senator Auvorr. Is that correct ? 

Mrs. Monterusco. If this record is true; that is correct. 

Senator Atvorr. All right: and if this record is still true, that was 
for 4,851 lives. Now, it is true, is it not, that instead of 4.531, vou 
remitted to the Security Mutual Insurance Co. only $10,990.36, whic! 
is roughly one-third Jess than you received, and is only for 
lives, or a difference of 1,500 lives out of a total of 4,800 lives? 

In other words, you only insured roughly two-thirds of the people 
that you got money for, and you knew that, didn’t you‘ 

Mrs. Monrervsco. I knew that these workers were covered. Their 
claims were paid. 

Senator Anvorr. I am not talking about the time that vou were 
paying claims out of your own office. You knew personally that you 
were reducing, not by 20 percent, as you have said, but that you were 
reducing the number of persons cov ered in many of these unions by 
roughly one-third, and remitting only that difference to the Security 
Mutual Insurance Co., didn’t you? 

Mrs. Monterusco. That is right. 

Senator Atuorr. And you did this under the direction of Mr. 
Saperstein and working in conjunction with him as being in charge 
of all of these records, did you not? 

Mrs. Monterusco. Yes. 

Senator Doveias. And that this was done month after month? 

Mrs. Monrerusco. Yes. 

Senator Dovetas. Local after local ? 

Senator AtLorr. Did you receive the checks back that were sent 
out in care of Mr. James? 

Mrs. Monrterusco.: No. 

Senator Atitorr. Who received them ? 

Mrs. Monterusco. They were sent to the Laundry Workers Inter- 
national Union in care of Mr. James. They were never returned ex- 
cept as canceled checks. 

Senator Atuorr. Who got them back as canceled checks? 

Mrs. Monrerusco. I did. 

Senator Atnorr. And did you, personally, check them to see that 
they had been cashed and did you keep those ledgers ? 

Mrs. Montervsco. Yes. 

Senator AtLtorr. Who endorsed those ? 

Mrs. Montervsco. Well, I didn’t have too much time to look for 
endorsements, but I am quite sure that it was a bank stamp of the 
Laundry Workers International Union. 

Senator Doveias. Who signed the endorsement for the laundry 
workers union ? 

Mrs. Monterusco. Like I said, it was a bank stamp, if I remember 
correctly, just Laundry Workers International Union for deposit. 

Senator Dovcias. But no handwritten endorsement ? 
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Mrs. Monterusco. I don’t remember a handwritten endorsement. 

Senator At.orr. That is to the best of your recollection ¢ 

Mrs. Monrerusco. Yes. 

Senator Attorr. Do you have one of those endorsements # 

Mr. Leece. None of them are endorsed, Senator. It might be a 
good idea to get these in the record at this time. 

We had considerable difficulty in getting those at the Newark Bank. 

Now I have here, Mrs. Montefusco, 6 checks, photostatic copies of 
6 checks, which have been certified by the Lincoln National Bank, 
1005 Broad Street, Newark 2, N. J., which certification was made 
on March 18, 1955. 

These photostatic copies are true copies of checks that passed 
through the bank. Now, I will hand you three of those checks and 
ask you to tell the committee whether or not the signature appearing 
on those checks is your signature ¢ 

Mrs. Monterusco. Yes; they are. 

Mr. Lerce. One check is the check of the Harlew Agency of Lllinois, 
Inc., No. 795, dated July 17, 1953, payable to the order of the Laundry 
Workers International Union in the amount of $28,553.16, signed by 
Concetta Montefusco, drawn on the Lincoln National Bank, Newark, 
N. J.. 

I might say at this point that efforts were made—that in our con- 
tacts with the Lincoln National Bank, we were able to get copies of 
this check, but they did not Recordak the endorsement. So all we 
have is the checks cuentas: 

Do you want to get all six into the record ? 

Senator Doucuas. Yes. 

Mr. Leece. The second check is check No. 828 of the Harlew Agency 
of Illinois drawn on Lincoln National Bank, Newark, N. J., dated Au- 
gust 24, 1953, payable to the order of Laundry Workers International 
Union, in the amount of $25,055.66, signed by Concetta Montefusco. 

The third check is one dated January 17. There is an imperfection 
in the photograph. Wedon’t have the year. January 17, drawn on the 
Lincoln National Bank, Newark, N. J., payable to the order of Laun- 
dry Workers International Union, in the amount of $22,826.57. 

The next check is check No. 616 of the Harlew Agency of Lllinois, 
Inc., 72 West Washington Street, Chicago 2, [11., drawn on the Lincoln 
National Bank, Newark, N. J., dated March 2, 1953. It is payable to 
the order of the Laundry Workers International Union in the amount 
of $41,571, signed Louis B. Saperstein. 

Senator Dovetas. Mr. Saperstein, would you come forward ? 

Would you raise your right hand, Mr. Saperstein ? 

Do you solemnly swear that the testimony which you are about to 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 


TESTIMONY OF LOUIS B. SAPERSTEIN, NEWARK, N. J. 


Mr. SapersteEIn. I do. 

Mr. Van Riper. Are you about to examine Mr. Saperstein now ? 

Senator Doucias. Simply on this identification of the check. 

Mr. Van Rierr. All right. I had a statement I wanted to make, 
but I won’t interpose it now. 
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Senator Doveras, Is that your signature ¢ 

Mr. Sarerstetn. That is my signature; yes. 

Mr. Leece. The next check is a check of the Harlew Agency of Illi- 
nois, No. 769, drawn on the Lincoln National Bank, Newark, N. J., 
payable to the order of the Laundry Workers International Union, in 
the amount of $30,173.59, signed Louis B. Saperstein. 

Senator Dovetas. Is that your signature, Mr. Saperstein ? 

Mr. Sarerstrin. That is. 

Mr. Leece. The last check is the check of the Harlew Agency of 
Tilinois, Inc., No. 651, drawn on the Lincoln National Bank, Newark, 
N. J., payable to the order of the Laundry Workers International 
Union in the amount of $28,233.60, signed by Louis B. Saperstein. 

Senator Dove.as. Is that your signature / 

Mr. Sarrersrern. It is. 

Mr. Leece. With your permission, Mr. Chairman, I would like to 
move the admission of these checks. 

Senator Dovatas. Those checks will now be admitted in the record. 

Mr. Leece. Together with the certification from the Lincoln 
National Bank. 

Senator Doucias. That will be done. 

(The checks referred to were marked “Exhibits 24, 25, 26, 27, 28, 
29,” and the Lincoln National Bank certification was marked “Ex- 


hibit 30.”) 
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Exuisit 30 
LINCOLN NATIONAL BANK 
NEWARK 2, N. J., March 18, 1955. 


Re Harlew Agency of Illinois. 


SENATE SUBCOMMITTEE ON WELFARE AND PENSION FUNDS 
H. 0. L. C. Building, Washington 25, D. C. 
GENTLEMEN: In connection with the investigation of the above named, we 


hereby certify that the photostatic copies of the checks in your possession, as 
described below, were made from our records. 
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DRAWN BY HARLEW AGENCY OF ILLINOIS 


Amount Number 


Laundry Workers International Union. , 571. 00 
Do. 30, 173. 59 
Do. , 553. 16 
Do. 28, 233. 
Do 8 ge 5, O55. 66 
Do... 22’ 826. 57 


DRAWN BY HARLEW AGENCY 


Joseph Stacher 44, 000. 00 | 7314 


We also certify that the photostatic copies of the ledger sheets on the account, 

Harlew Agency of Illinois, was prepared from our records. 
Very truly yours, 
J. Koscutr, Comptroller. 

Senator Atuorr. May I ask one or two eaalates Mr. Chairman ? 

Senator Doveias. Yes. 

Senator Atiorr. Mrs. Montefusco, I notice that these checks have a 
place in the upper left-hand corner, apparently, to designate for what 
purpose they are drawn. I hand you a couple of them. They are 
all alike in that respect. Is that right ? 

Mrs. Monrervusco. That is right. 

Senator Atiorr. Now, I hand you these photostatic copies of all 
the checks which have just been introduced in the record and ask you 
if any of those checks have designated upon them the purpose for 
which they are drawn ? 

Mrs. Monterusco. No. 

Senator Attorr. Do you know why they don’t ? 

Mrs. Monrerusco. Yes; I always sent a letter along with the check. 
I would never have had enough room to list the amount of money and 
the amount of claims and from which local the claims were deduc ted, 
et cetera. Soa letter went along with the check. 

Senator Auiorr. Did you send a specific percentage of your pre- 
mium income to the iriternational in care of Mr. James? 

Mrs. Monrervusco. It wasn’t a specific percentage. It was what- 
ever we had deducted from the original premium, less the claims. 
That all went back to the laundry workers. 

Senator Attorr. Now, are you speaking of the period in which you 
did not remit premiums to the Security Mutual alone? 

Mrs. Monrrrusco. Would you repeat that, please ? 

Senator Attorr. Yes. Are you speaking only of the period i 
which you did not remit premiums to the Security Mutual? 

In other words, the period for the months of November and Decem- 
ber of 1952, and Januar y, February, and March of 1953. 

Mrs. Monrervusco. You are referr ing to any local ? 

Senator Auiorr. Referring to loc al 10; yes. 

Mrs. Monterusco. I can’t answer that question. 

Senator Avxuorr. All right. Let’s take local 10, whose material 
you have in front of you. Now, you have testified that you did deduct 
from the amount you received the amount of claims which you had 
paid. 

Mrs. Monrerusco. Yes. 





460 WELFARE AND PENSION PLANS INVESTIGATION 


Senator Auxorr. Is that right? 

Mrs. Monrervsco. That is right. 

Senator Atvorr. And that you then turned over to the international 
union—not the social security fund—but the international union in 
care of Mr. James the excess ? : 

Mrs. Monrrerusco. The balance. 

Senator Auxvorr. The balance. All right. 

Now, did you turn over to the international, through Mr. James, 
all that was left over? 

Mrs. Monrerusco. Yes. 

Senator Atuorr. All that was left over / 

Mrs. Monterusoo. Yes. 

Senator Atiorr. And that was in spite of the fact that you received 
the money from the social-security department of the union. You 
remitted those sums to the international in care of Mr. James? 

Mrs. Mon'rerusco. Yes. 

Senator Attorr. Now, afterward, or beginning after March, and 
beginning with April of 1953, when you were sending these pre- 
miums to the Security Mutual and you remember or recall that you 
were, don’t you? 

Mrs. Monrrerusco. Yes. 

Senator Atitorr. What did you do with the money that was retained 
for the checkoff of roughly one-third of the workers that you didn’t 
pay insurance premiums for? 

Mrs. Monterusco. That money was also returned to the Laundry 
Workers International Union. 

Senator Atxorr. All of it? 

Mrs. Montrerusco. Yes. 

Senator Atxorr. Then I presume you handled that matter yourself 
in the office ? 

Mrs. Monterusco. Under instructions, yes. 

Senator Auitorr. And you did that under Mr. Saperstein’s in- 
structions? 

Mrs. Monrerusco. That is right. 

Senator Atuorr. But you, yourself, knew that you were not re- 
mitting to Security Mutual the full premium for the number of people 
that you were receiving premiums from the social-security department 
for ? 

Mrs. Monterusco. That is right. 

Senator Axxort. I think that is all. 

Mr. Lerce. I have some additional questions. 

What efforts were made to insure that during this interim pe- 
riod? Let’s take local No. 10. What efforts were made to insure 
that from November 10, 1952 until April 1, 1953 that claims sub- 
mitted by members of local 10 were not sent to Security Mutual? 

Mrs. Monrerusco. I don’t know. I didn’t handle that. 

Mr. Leece. Did you have any conversations, let us say, with Mr. 
Naddeo, the welfare deputy of local No. 10, in Philadelphia concerning 
the ways in which claims would be handled ? 

Mrs. Monrerusco. I never spoke to Mr. Naddeo. 

Mr. Leece. Did Mr. Saperstein indicate at any time to you what the 
processes, the claims processes, would be ? 

Mrs. Monvrerusco. No. 
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Mr. Leece. Did you have any instructions as to the identity of the 
locals concerning which you would make these deductions of which 
Senator Allott has just. spoken ? 

Mrs. MonTeFusco. Only what Mr. Saperstein would tell me. 

Mr. Lerce. He named the unions, did en that you would make these 
deductions from? The locals I mean; I am sorry. 

Mrs. Monterusco. The locals, yes. 

Mr. Leece. These recap sheets that you got from Indianapolis re- 
lated to particular locals? 

Mrs. Monrerusco. What recap sheets are you speaking of 

Mr. Lerce. The transmittal letters that you got from Miss Horner 
in Indianapolis. 

Mrs. Monterusco. I got no letters from Miss Horner. 

Mr. Leece. Didn’t you get something with the check ? 

Mrs. Monrerusco. I got a premium statement, yes. 

Mr. Leece. A premium statement? 

And then, if I understand your testimony earlier, you would collect 
these statements and then at the end of the month you would make 
your calculations as to what was to be sent to Security Mutual? 

Mrs. Monvrerusco. That is right. 

Mr. Leece. Now, at that time would you do that in collaboration 
with Mr. Saperstein ? 

Mrs. Monrerusco. Well, yes, sometimes. 

Mr. Lerce. You would work together on it? 

Mrs. Monrerusco. Well, if he was in the office. 

Mr. Leece. Mr. Saperstein, then, and you would sit down, and a 
determination would be made as to how much was to be sent to Security 
Mutual? 

Mrs. Monterusco. That is right. 

Mr. Leece. And a check would then be made out ? 

Mrs. Monrrerusco. Yes. 

Mr. Leece. After you had made this joint determination as to what 
you were to withhold from, let us say, local No. 10, a check would be 
sent to Security Mutual and a check for the balance to Mr. James 
in Chicago? 

Mrs. Montervusco. Well, yes, that is the way it would work. 

Mr. Leece. Then did Mr. Saperstein make the determination as to 
the local against which these charges would be made? 

Mrs. Monterusco. Yes. 

Mr. Leece. And the amount of the deduction as to the number of 
lives to be deducted ? 

Mrs. Monrerusco. Yes. 

Mr. Leecer. Did you ever have any difficulty during these interim 
periods with Security Mutual on claims which had been sent to Secur- 
ity Mutual? 

‘Mrs. Montervusco. Not that I know of. Those claims were never 
handled by me and I don’t know. 

Mr. Leece. In other words, when a member of local union No. 10 
during the 5- or 6-month interim period had a claim on which he 
wanted payment, that claim would be sent to the agency and never to 
Security Mutual ? 

Mrs. Montervusco. I don’t know. I didn’t handle the claims and I 
don’t know what correspondence was done. 
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Mr. Lerce. Who did handle that? 

Mrs. Monrerusco. It was handled by the group department. 

Mr. Leece. The group department in the Harlew Agency ? 

Mrs. Monrerusco. Yes. 

Mr. Lerece. Who headed up that department ? 

Mrs. Monrerusco. Mr. William Marshall. 

Senator Attorr. Mrs. Montefusco, I want to bring out one thing 
very clearly. 

Do you have in your possession either directly or indirectly, or do 
you have under your control, or do you have any knowledge of the 
whereabouts of, any of Mr. Saperstein’s records or the records of the 
Harlew Agency? 

Mrs. Monrerusco. I have some knowledge of some of the corpora- 
tion books, where they are now. 

Senator Atxorr. Will you tell us what knowledge you have of their 
present whereabouts ? 

Mrs. Monrtervusco. I understand that some of the books are at the 
district attorney’s office in New York. 

Senator Atxiorr. In New York? 

Mrs. Monterusco. New York City, yes, sir. 

Senator Atiorr. Do you have any other knowledge of any of the 
records? 

Mrs. Monterusco. No, I don’t. 

Senator Atvorr. Nor are any of them under your control or available 
to you? 

Mrs. Monrerusco. No. 

Senator Axnvorr. Or do you have access to them directly or 
indirectly ? 

Mrs. Montervusco. No; I don’t. 

Senator AtLorr. When did you leave Mr. Saperstein ? 

Mrs. Monterusco. At the end of October of 1954. 

Senator Atiotr. May I inquire as to the reason for your leaving ? 

Mrs. Monterusco. The office closed. 

Senator Atnorr. Where are you now employed ? 

Mrs. Monrervsco. I just started a job on Monday, this past Monday 
at the Standard Stationery & Printing Co. in Newark. 

Senator Attorr. And you have been unemployed, then, since—— 

Mrs. Monterusco. No. I have not been unemployed. 

Senator Attorr. Have you worked at other places ? 

Mrs. Montrerusco. Yes. I worked at the Dave Stern Co. 

Senator Atiorr. What is that? 

Mrs. Monrerusco. It is a dealer of tires. 

Senator Atxiorr. Did Mr. Saperstein secure that employment for 
you? 

Mrs. Montervusco. No; he did not. 

Senator Atxorr. Did you ever hear of a man by the name of Wickes? 

Mrs. Monrerusco. Yes. 

Senator Atxorr. Did you ever see him? 

Mrs. Montervsco. I may have. 

Senator Atxorr. Did you ever see him in your office, or meet him 
there? 

Mrs. Monterusco. Imethim. But I don’t remember if it was at the 
office or at a social function. I don’t remember. 
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Senator AtLorr. What sort of a social function did you attend which 
might have also been attended by Mr. Wickes ¢ 

I ask that for the purpose of trying to identify the time and place. 

Mrs. Monterusco. Mr. Saperstein’ s daughter was married. And I 
may have met him at the wedding. Iam not sure. 

Senator Atuorr. When was that ? 

Mrs. Monterusco. I think it was in December of 1952, or 1953. 

Senator Attorr. But you are positive that you have met Mr. 
Wickes ? 

Mrs. Monterusco. Yes: I think I have met him. 

Senator AtLorr. Did you ever meet him in connection with the Cali- 
fornia Life business which went on in Mr. S: aper stein’s office ? 

Mrs. Monrerusco. No. 

Senator Atiorr. Did you have knowledge of the transactions con- 
cerning California Life? 

Mrs. Monrerusco. No; I didn’t. 

Senator Atxorr. And Mr. Saperstein never conveyed any of that 
information to you? 

Mrs. Monterusco. No. 

Senator Attorr. Did you have knowledge that on or about the fore- 
part of August 1953 that Mr. Saperstein gathered together a large 
amount of money, including some money of his own, and took it to 
California ? 

Mrs. Monterusco. I remember drawing a number of checks, but I 
don’t know what it was for. 

Senator ALLorr. Do you remember receiving $9,000 in cash by mes- 
senger from a man by the name of Naddeo who just testified here ? 

Mrs. Monrervusco. No. 

Senator Atnorr. You didn’t receive it by messenger? 

Mrs. Monterusco. No. 

Senator Atiorr. How many other persons were employed in this 
office, Mrs. Montefusco, besides you ? 

Mrs. Mon TEFUSCO. T am counting. 

I think there are 7 or 8 other people in the office. 

Senator At.orr. Men and women ? 

Mrs. Monterusco. Yes. 

Senator Arzorr. And what were their various capacities? 
Bookkeepers ? 

Mrs. Monterusco. No. There was a switchboard operator. And 
there were a couple of secretaries, stenographers. And there was Mr. 

Saperstein’s secretary. 

Senator Attorr. He had a personal secretary aside from you? 
You did not act as his personal secretary 

Mrs. Montervusco. That is right. 

Senator Atiorr. And what was your position described as? Were 
you the office manager ? 

Mrs. Montrerusco. No. 

Senator AtLorr. Or were you in charge of the bookkeeping, or 
what ? 

Mrs. Montervusco. I was the accounting department. 

Senator Attorr. You were the accounting department? 

Mrs. Mowrervusco. Yes. 

Senator Atxorr. As I understand it, then, you never had any know]- 
edge at all, either through meeting Mr. Wickes or from any of the 
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transactions which you had connection with, including the handling 
of moneys, of the deal concerning California Life except that you did 
draw a bunch of checks about that time or saw a bunch of checks’ 

Mrs. Monrerusco. It is possible. I knew nothing of the transac- 
tions. 

Senator Atuorr. Did you know of anything about Founders 
Syndicate? 

Mrs. Monterusco. No. This morning was the first time I have 
heard the name. 

Senator Atuorr. Did you ever see Mr. Naddeo in your office ? 

Mrs. Monterusco. No. 

Senator AtLorr. Did you ever see him before these hearings? 

Mrs. Monrerusco. No, I did not. 

Senator Atiorr. Did you ever see Mr. Dooley in your office / 

Mrs. Monterusco. No, I don’t know Mr. Dooley. 

Senator AtLorr. Matthew Dooley of California. 

Mrs. Monterusco. No. 

Senator Atuorr. Did you ever do any traveling in connection with 
the company’s business ? 

Mrs. Monrerusco. Yes. 

Senator Atxorr. To where? 

Mrs. Monterusco. I went to Chicago. 

Senator AtLorr. Anywhere else? 

Mrs. Monterusco. No. 

Senator Autort. I think that is all. 

Senator Dovetas. Why did you go to Chicago? 

Mrs. Montrrusco. Well, as I said before, Mr. Saperstein used to 
bring the books in to me. But, beginning I think around March of 
1953 he was not able to bring the books to me. So, I went out to the 
Chicago office to close them out. That is the reason for my going 
there. 

Senator Doveras. Did you go out there each month? 

Mrs. Monvterusco. I went out there, oh, all told about 3 or 4 times; 
that is all. 

Senator Doveias. What did you do out there? 

Mrs. Monterusco. I worked on the books. 

Senator Doveras. Well, I am a little confused. In Newark you 
had a record of your receipts. You got the receipts from Newark 
and you made the disbursements from Newark. Why did you have 
to go out to Chicago ? 

Mrs. Monterusco. Well, the books actually were kept in Chicago. 
I just kept a temporary record until the books were made available 
to me to make a permanent record of these transactions. 

Senator Dovenas. Well, just a minute. Do you mean to say that 
these sheets which were sent to you from the social security depart- 
ment went to Chicago? Those went to you, did they not? 

Mrs. Montrerusco. There was no entry made from this. 

Senator Doveias. And what did you do with them after you 
finished with them ? 

Mrs. Monrerusco. Well, they were either filed or sent out to 
Chicago. 

Senator DovueLas. Why would you send them to Chicago? 

Mrs. Monrerusco. The records were kept there. It was just nat- 
ural to keep everything together. 
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Senator Dovueias. You kept no records in Newark ¢ 

Mrs. Monrervsco. No. just kept a temporary memo until the 
books could be entered. 

Senator Doveias. You would make your checks in Newark. 
Wouldn't vou keep a record of the checks in Newark ¢ 

Mrs. Monrerusco. We have check stubs. You enter from your 
check stubs to your permanent records. 

Senator Dovucgias. But you would not make the entries in Newark ¢ 

Mrs. Monrerusco. The books were brought in to me. And all 
entries were made then. 

Senator Doveias. Yes. But you say in March Mr. Saperstein 
ceased —— 

Mrs. MOoNTEFUSCO. Mr. Saperstein was not able to bring the books 
in to me, and, therefore, I went out to the Chicago office. 

Senator Doueias. In March of 1954? 

Mrs. Monrerusco. March of 1954, yes. 

Mr. Leece. This testimony suggests then that the most important 
record from your standpoint was ‘the record that was sent to you by 
Miss Horner, namely, the check covering X workers in a certain 
amount, together with what we call and what Miss Horner calls a 
recap sheet serving as a legend for the check. 

That is what was sent to the Harlew Agency in Newark. But all 
other records of the Harlew Agency were kept in Chicago. 

Do I understand you properly ? é 

Mrs. Monterusco. That is right. 

Mr. Lerce. That record was received by you in Newark. But that 
is the only record of this account that was kept in Newark. All other 
records on the Laundry Workers Union welfare fund were maintained 
in Chicago? 

Mrs. Monterusco. Yes. 

Senator Doveias. Who maintained them in Chicago? 

Mrs. Montrerusco. No one maintained them in Chicago. No one 
worked on the books but just myself. 

Mr. Lerce. Do you know in whose custody they were between the 
dates that Mr. Saperstein brought them in to you once a month, I 
think, as you have indicated, to work on them ? 

Mrs. Montrerusco. I don’t know. 

Mr. Leecr. They were just kept in the Harlew Agency of Illinois 
in Chicago? 

Mrs. Mon'rerusco. Yes. 

Senator Doveras. How did he get them from Chicago? 

Mrs. Monterusco. Mr. Saperstein did a lot of traveling. And 
whenever he was in Chicago, he would bring the books into me. 

Senator Doveras. And you would make the entries, and he would 
take them back? 

Mrs. Monrerusco. That is right. 

Senator Dovuerias. Each month? 

Mrs. Monrervusco. Yes. 

Senator Dovetas. And then when he was no longer able to bring 
the books to you, you went out to Chicago and made the entries 
ve urself / 

Mrs. Monterusco. Yes, sir. 
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Senator Dove.as. That was a very curious accounting system where 
you have the master books 800 miles away from the place where the 
transactions are occurring. 

Senator Atiorr. Where was this Chicago office ? 

Mrs. Monrerusco. 77 West Washington Street. 

Senator Au.orr. Is there any one else who had offices in connection 
with that office? 

Mrs. Montervusco. Not since I started going out there, no. 

Senator Atiorr. Well, to your knowledge, before that was it con- 
nected with the Illinois Harness Association ¢ 

Mrs. Monrerusco. No. 

Senator Atxorr. Or Mr. James’ office? 

Mrs. Monrerusco. No. I believe Security Mutual had an office 
there too. 

Senator Atxorr. At that same address? 

Mrs. Monrerusco. Yes. 

Senator Dove.as. Security Mutual ? 

Senator Atxorr. In the same office? 

Mrs. Monterusco. I think so. 

Senator Atxorr. During what periods do you think that was true? 

Mrs. Monrerusco. I wouldn’t know the period. 

Senator Atitorr. Do you know who represented Security Mutual 
there? 

Mrs. Monrervusco. No, I don’t. 

Senator Attorr. Do you know whether it was Mr. Wickes? 

Mrs. Monrerusco. I don’t know. 

Senator AtLorr. Do you know a Mr. Nadalin? 

Mrs. Monrervsco. No. 

Senator Atiorr. The name doesn’t mean anything to you? 

Mrs. Montrerusco. It means nothing to me. 

Senator AtLorr. You don’t remember the address that you used in 
transmission of checks to Mr. James? 

Mrs. Monterusco. No, I don’t. 

Mr. Leece. Do you know Mr. Joseph Stacher? 

Mrs. Monrerusco. No, I don’t. 

Mr. Leecre. Have you ever met him? 

Mrs. Monrerusco. No. 

Mr. Leece. To your knowledge has he ever been in the office of 
the Harlew Agency in Newark? 

Mrs. Monterusco. Not to my knowledge. 

Mr. Lerce. Senator Allott referred previously to a period in the 
first week of August of 1953. Do you recall during that period 
depositing a series of five checks with the Lincoln National Bank 
as the result of which a cashier’s check in the amount of $67,000 was 
issued by that bank? 

I refer specifically to checks drawn on the Harlew Agency of II- 
linois, Inc., a check drawn on the Dean Agency, Inc., a check drawn 
on the Elby Agency, a check drawn on the Harlew Agency of Cal- 
ifornia, Inc., and a check drawn on the personal account of Louis B. 
Saperstein in the total amount of $67,000. 

Mrs. Monrerusco. I think I remember something about those 
checks. 

Mr. Lerce. Do you remember depositing those checks with that 


bank? 
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Mrs. Monrerusco. I don’t know whether I made the deposit—no, 
I don’t remember depositing those checks. 

Mr. Leece. You did not? 

Mrs. Monrerusco. I remembering drawing them. Deposit was 
made to the Lincoln National Bank? What account? 

Mr. Leece. From the accounts of the five—— 

Mrs. Monrervusco. To what account was the deposit made? 

Mr. Lerce. A cashier’s check was issued as a result of these deposits. 

Mrs. Montrerusco. I remember drawing the checks. 

Mr. Lerece. You do remember? 

Mrs. Monterusco. Yes. I remember drawing those checks. 

Mr. Leece. Do you remember obtaining any cash for Mr. Saper- 
stein at that time? 

Mrs. Monterusco. No. I wouldn’t have gone to the bank myself. 

Mr. Leece. Did a" handle all bank matters ¢ 

Mrs. Monrerusco. I didn’t make the deposits myself. I would 
send one of the boys or anyone who happened to be available. 

Mr. Leecr. What was your salary while you were employed? 

Mrs. Monrerusco. $90 a week. 

Mr. Leece. Did you receive any bonuses of any kind? 

Mrs. Monrerusco. Christmas bonus. 

Mr. Leece. What was the amount of the Christmas bonus ? 

Mrs. Monrerusco. Two weeks salary. 

Mr. Leece. And that was your total compensation from Ilarlew 
Agency ? 

Mrs. Monterusco. Yes. 

Mr. Lerece. Now, when this insurance was transferred from Sx 
curity Mutual to California Life, did you continue to make the de- 
ductions from the premium remitted to you by the social security 
department before sending the premium on to California Life? 

Mrs. Monrerusco. I don’t remember whether or not we did in the 
beginning. 

Mr. Lerce. Do you remember doing it at any time afte T October 
1953, when California Life began to insure the program / 

Mrs. Monterusco. 1 don’t think so. 

Senator Dovatas. This is very significant. What you are saying 
is, that after California Life took over the work, you no longer made 
the deductions but forwarded to California Life the precise amounts 
which were sent to you. Is that your statement ? 

Mrs. Montervusco. I think so, yes. 

Senator Dove tas. Why was it that you made the deductions when 
Security Mutual had the business but did not make the deductions 
when California Life had the business ? 

Mrs. Montervusco. I don’t know. 

Senator Doveras. Wasn’t unemployment continuing under Cali- 
fornia Life? 

Mrs. Montervusco. I don’t know. 

Senator Dovetas. Just as much as under Security Mutual ? 

Mrs. Montervusco. I don’t know. 

Senator Doveras. If these payments were for some mysterious short 
time, the nature of which is not clear, why wasn’t it that you didn’t 
continue with these deductions after California Life ? 
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Mrs. Monrerusco. I don’t know, except that the Laundry Workers 
didn’t want to be bothered with the service. That is as far as I know. 
Senator Doucias. Who told you not to make these deductions ¢ 

Mrs. Monrrerusco. Mr. Saperstein. 

Senator Dovenias. In other words, he told you to make the deduc- 
tions when Security Mutual had the business? And in the rough 
amounts by which you were to make the deductions also? And then 
when California Life got the business, he told you not to make the 
deductions ¢ 

Mrs. Monrerusco. Yes. That is right. 

Senator Atiorr. Did you keep large sums of cash on hand in your 
Newark office 4 

Mrs. Monterusco. No. I never saw any cash; very rarely. 

Senator AtLorr. Well, did your books indicate there were large sums 
of cash other than in banks # 

Mrs. Monterusco. No. We very rarely had any cash at all. 

Senator At.orr. Did your books reflect—you have testified that you 
remitted certain checks to Mr. James, in care of him. Did your books 
reflect payments of large sums from Mr. Saperstein’s commissions to 
other people? 

Mrs. Montervusco. No. 

Senator Anxiorr. Of any sums at all other than in the ordinary 
business expense ? 

Mrs. Monterusco. No. None that I can remember. 

Senator AtLorr. And by ordinary business expense I mean ordinary 
salaries, light, telephone, heat. 

Mrs. Mon'rerusco. I understand. No. 

Senator ALtLorr. There were no such sums paid to other people ? 

Mrs. Monrerusco. No. 

Senator AtLorr. Did you ever make a check payable to Mr. Wickes 
that you remember? 

Mrs. Monrrerusco. I don’t remember. 

Senator Doveras. Mr. Leece. 

Mr. Lerce. The staff has made inquiries of the Lincoln National 
Bank at 1005 Broad Street. 

Senator Doveias. Pardon me, Mr. Leece. 

Did you wish to make a statement at this point, Mr. Van Riper? 

Mr. Van River. No; I didn’t want to interrupt. When the time 
comes, I would like to submit a few questions. 

Mr. Lerece. The records of the Lincoln National Bank, 1005 Broad 
Street, Newark, N. J., indicate that on August 5 a check drawn to the 
order of Louis B. Saperstein on the account of the Harlew Agency of 
Illinois, Inc., check No. 806 in the amount of $20,000 was deposited 
with that bank. 

On the same day a check, No. 534, drawn on the Dean Agency, Inc., in 
the amount of $7,000 to the order of Louis B. Saperstein was deposited 
with that bank. 

On the same day a check, No. 190, of the Elby Agency, Inc., in the 
amount of $5,000, to the order of Louis B. Saperstein was deposited 
with that bank. 

On the same date a check drawn on the Harlew Agency of Califor- 
nia, Inc., No. 1092, to the order of Louis B. Saperstein in the amount of 
$5,000 was deposited. 
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And on the same date, a personal check of Mr. Louis Lb. Saperstein 
in the amount of $30,000 was deposited with that bank for a total of 
$67,000, as a result of which a cashier’s check was issued. 

Senator Doucias. | take it, Mr. Leece, that you introduced this to 
indicate where the money came from which Mr. Saperstein used to buy 
control ¢ 

Mr. Leece. Well, I intended to develop that at a later date. 

Senator Dovaras. | see. 

Mr. Lerce. We can make the statement for the record now, though. 

On August 6, 1953, Mr. Saperstein attended a meeting in the offices 
of Mr. Matthew JJ. Dooley, San Francisco, Calif., at which time the 
controlling stock interest in the California Life Insurance Co, passed 
from the then stockholders to Mr. Saperstein, Mr. Wickes, and Mr. 
Dooley. Payment for such stock was mi: — from an account at the 
Wells Fargo Bank in the name of Matthew J. Dooley, trustee, to which 
had been de ‘posited on the same date, August 6, 1953, a check for $67, 
000, a cashier’s check for $67,000 and cash in the amount of $50,000. 

Senator Doveras. The sum total of these checks here amount to 
$67,000 ? 

Mr. Lerece. That is right. 

I would like to correct the record. ‘That trustee account was with the 
Crocker First National Bank in San Francisco. 

Senator Dovaias. Do you have some questions, Mr. Van Riper? 

Mr. Van River. Yes, Mr. Chairman, with your permission, 

Senator Doucias. Mr. Van Riper has submitted five questions which 
he would like to have me address to the witness which I will read as he 
gives them here. 

First: Is it not a fact that all of the money which was received by 
Mr. Saperstein or the Harlew Agency from the social security depart 
ment was fully disbursed in the following manner: (1) by payment of 
premiums to the insurance company, (2) by payment of claims, (3) by 
refund to the international ¢ 

Mrs. Monvrerusco. ‘That is correct. 

Senator Doucias. The second question- 

Senator AtLorr. Béfore you go on with that: 

Didn't you tell me a while ago with respect to local No. 10 that after 
April all money went to the international, after April, 1953 ? 

Mrs. Monrerusco. Money that was deducted was sent back to the 
international. 

Senator Atnorr. I see. Thank you. 

Senator Dougias. The second question: 

Were all of the payments referred to in the last question made by 
check and were they entered on your books in the regular manner ? 

Mrs. Monterusco, Yes; they were all paid by check. 

Senator Doug.as. Question No. 3: 

Did Mr. Saperstein or the Harlew agency retain any of the approxi- 
mately $900,000 referred to by Mr. Plant yesterday as the difference 
between the amount paid by the social security department and the 
amount paid by your office to Security Mutual ? 

The question was whether Mr. Saperstein retained any of that 
$900,000. 

Mrs. Monrrrusco. No. 
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Senator Doveuias. The full amount of the difference was trans- E 
mitted to the Laundry Workers International Union in Chicago? 3 

Mrs. Monrerusco. Yes. 

Senator Dove.as. Fourth: Did Mr. Saperstein or the agency re- 
ceive any commissions on this $900,000 ? 4 

Mrs. Monrervsco. No. : 

Senator Dove.as. Fifth: When premiums were not paid to the 
insurance company for several months until after they had been re- 
ceived by your office, was the money left intact in your bank account 
except for the payment of claims, or was it used for some other 
purpose ? 

Mrs. Monrerusco. It was used for no other purpose. 

Senator Doveias. And, therefore, was left intact ? 

Mrs. Monterusco. Yes. 

Senator Dovetas. And later sent to the international ? 

Mrs. Monrerusco. Yes. 

Senator Dovetas. Of course, this raises a very interesting question 
as to why this money was sent to the international. Who received it ? 

Senator Atvorr. I was just going to go into that. 

Senator Doveias. Who received it? Do you know? Do you know 
who received it at the international? When these checks came back 
to you, did they bear any personal endorsement ? 

Mrs. Montrerusco. Not that Iremember. Like I said, I didn’t have 
too much time to look for endorsements. 

Senator Doveias. Did they bear Mr. James’ endorsement ? 

Mrs. Monterusco. No; I don’t think so. I am quite sure it was a 
bank stamp. 

Senator AtLorr. Let’s do a little addition here. 

Senator Doveias. Were those questions asked satisfactorily, Mr. 
Van Riper? 

Mr. Van Rrrer. Yes, sir, Mr. Chairman. Thank you very mucn. 
You are very fair in submitting the questions. 

Mr. Leece. I certainly have no objection to questions being put in 
this manner, but I think it is a fair comment to say that while all of 
this may be true, we have no way of establishing it, because the 
records are not available. And I think the record should show that. 

Senator Atvorr. That is right. The loss of the records and the 
lack of the records is not the fault of the staff or this committee. 

I have 2 or 3 questions. 

You have just stated that these sums were paid out. Now, you 
have before you the sheet which refers to the accounts of Local No. 10 
of the Laundry Workers Union in Philadelphia, have you not ¢ 

Mrs. Monrerusco. Yes, sir. 

Senator Attorr. And that shows that by failure to pay premiums 
and by this arbitrary reduction of the number of employees that were 
insured that between December 24, 1952 and March 24, 1954 there 
was $108,806.50 which accrued to Mr. Saperstein’s account; is that 
right? 

Mrs. Montervsco. Well, over a period of time. 

Senator Atuorr. Yes; over that period of time. Which you claim 
was all sent to the international ? 

Mrs. Monterusoo. Yes. 
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Senator Atiorr. Do you think that accounted for the fact that Mr. 
Saperstein was able to control this insurance account and take it from 
conipany to company ? 

Mrs. Montervsco. I don’t know. I don’t know that he controlled 
the account. 

Senator Atxorr. Mr. James is vice president of the international 
union; is he not‘ 

Mrs. Monterusco. I don’t know what his title is. 

Mr. Lerce. He is secretary-treasurer. 

Mrs. Montrervusco. I don’t know what his title is. 

Senator AtLorr. Even though you sent him all of this money for 
the international you don’t know what his title is? 

Mrs. Monterusco. No. 

Senator AtLorr. Did you know what it was then ¢ 

Mrs. Monrerusco. No. 

Senator Attorr. The answer is “No”? 

Mrs. Monrerusco. That is right. 

Senator Auvorr. That is all. 

Senator Dougias. That is all, Miss Montefusco. 

Mr. Van Riper. Mr. Chairman, I don’t want to be presumptuous, 
and I am mindful of the fact that the chairman said he would adjourn 
at 1 o’clock, and I assume that is what he is doing. And I don’t want 
to presume on that. But there is in the room a gentleman who could 
testify and I think perhaps be helpful in clearing up the matter of 
Mr. Saperstein’s physical condition last week when he did not appear. 
The gentleman is attached to Mr. Hogan’s office in New York. He 
is here under assignment. His assignment will end temporarily today 
or tomorrow. 

Senator Doveéias. In other words, you want to clear up any pre 
sumption in our minds as to Mr. Saperstein’s delinquency ¢ 

Mr. Van Riper. Yes, sir. 

Senator Douguas. I think we could hear the gentleman now. 

Would you raise your right hand. 

Do you solemnly swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 


TESTIMONY OF DETECTIVE JOHN C. CONWAY, NEW YORK, N. Y. 


Mr. Conway. I do. 

Senator Doucias. Would you give your name and address for the 
record. 

Mr. Conway. Detective John C. Conway, 155 Leonard Street, New 
York, N. Y. 

Senator Dovcias. Are you on the force of the district attorney’s 
office of Manhattan ? 

Mr. Conway. I am a New York City policeman attached to the 
central office squad and assigned to the New York district attorney’s 
office. : 

Senator Doveias. Have you been in the company of Mr. Saperstein 
for some time ¢ 

Mr. Conway. For a month: since February 15, 1955. 

Senator Doveras. Is this what is known as protective custody 7 

Mr. Conway. It is, sir. . 
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Senator Doveias. What about his physical condition last week ? 

Mr. Conway. On March 17 at about 3:55 p. m., after coming from 
Mr. Van Riper’s office, Mr. Saperstein took two weak spells on the 
street. He went into his office at 800 McCarter Highway and laid 
down for approximately an hour and a half. From there he went 
home and went to bed. The doctor was called the next day, March 
18, and attended him. He was also called March 19. He was in bed 
continually until March 20, Sunday. 

Senator Dougias. Last Sunday ¢ 

Mr. Conway. Yes, sir; last Sunday. 

Senator Dovuenas. You were with him during that time? 

Mr. Conway. I was with him from March 17 at 12 noon to March 
18, 12 noon, and from March 19, 12 noon, until March 21, 12 noon. 

Senator Doueias. And you saw that he was ill on Friday the 18th? 

Mr. Conway. Yes, sir. , 

Senator Doveuas. I have no further questions. 

Thank you. 

Mr. Van Riper. Thank you very much. You are very fair to do 
this, Mr. Chairman. 

Senator Doveias. The committee will recess until Monday, March 
28, 1955, at 10 a. m. 

(Whereupon, at 1:15 p. m., the committee recessed, to reconvene 
Monday, March 28, at 10 a. m.) 
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MONDAY, MARCH 28, 1955 


Unirep Sratres SENATE, 
CoMMITTEE ON LAnor AND Pupiic WELFARE, 
SUBCOMMITTEE ON WELFARE AND PENSION FUNDS, 
Washington, dD. ( 
The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
P-63, United States Capitol, Senator Paul H. Douglas (chairman) 
presiding. 
Present: Senators Douglas, Ives, and Allott. 
Also present: William A. Leece, chief counsel and staff director. 
Senator Douacias. The committee will come to order. 
The session today will end at 12 o’clock noon, reconvene at 2 and 
end at 4:30 
Miss Horner, will you come forward, please / 
Miss Horner, will you raise your right hand? Do you solemnly 
swear that the t testimony which you are about to give will be the truth, 
the whole truth, and nothing but the truth, so he ‘Ip you God ¢ 


FURTHER TESTIMONY OF MISS EVELYN HORNER, 
INDIANAPOLIS, IND. 


Miss Horner. I do. 

Senator Dougias. Would you give your name, address, and office 
for the record ¢ 

Miss Horner. .Evelyn Horner, and my office address is 30 West 
Washington Street, Indianapolis, Ind.; that is the office of the social 
security department of the Laundry Workers International. 

Senator Douaias. You keep the books of the social security depart- 
ment ? 

Miss Horner. Yes, sir; I do. 

Senator Douauas. Your title is office manager ? 

Miss Horner. My title is bookkeeper. 

Senator Doueias. Mr. Leece ¢ 

Mr. Leece. As bookkeeper for the social security department, will 
you acquaint us generally with your duties and responsibilities ? 

Miss Horner. Well, as bookkeeper, naturally I am responsible for 
keeping a record of the receipts and disbursements, keeping a general 
ledger. I write the payroll for the social security department. 

In addition to that, I am responsible for the keeping of incoming 
reports from the employers as to the amount of the report, the num- 
ber of members covered, and the amount of the collection received. 

Mr. Leece. Those are employer contributions ? 

Miss Horner. That is right, and also, I am responsible for main- 
taining a record of all the members covered, and send supplies to the 
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local. I also type the insurance certificates and the death benefit 
certificates; I mean the accident and health, as well as the death 
certificates. 

Mr. Lerce. I see. Do you also compute the premium / 

Miss Horner. That is right; I figure all the premiums and write 
the checks. 

Mr. Lerece. How is that premium paid? How do you remit the 
premium to the insurance carrier ? 

Miss Horner. | compute the premium on each local, each individual 
local, and then the check is written to the insurance carrier, as well as 
the welfare deputy. It is all done in one operation. 

Senator Doueias. Your locals make their payments to you ? 

Miss Horner. The employers make the payments. 

Senator Doucias. And checks are drawn on the social security 
department ? 

Miss Horner. Yes; and handled through the locals. 

Senator Doveias. Yes; but the checks are made payable to the social 
security department ? 

Miss Horner. That is right, sir. 

Senator Dove.as. Then you combine these payments and forward 
them to the insurance companies ? 

Miss Horner. I don’t combine them. I keep the checks, sir. I figure 
the premiums. 

Senator Doue.as. I see, and you deduct administrative expenses ? 

Miss Horner. That is right. It is all figured, you might say, as one 
operation, as part of the insurance premium. That is wh: aut the 5 per- 
cent is considered as, and at the time I figure the premium for the 
insurance company, I also figure the premium for the welfare deputy 
for each individual local. 

Senator Dove as. You deduct the so-called 5 percent before for- 
warding it? 

Miss Horner. Yes; that is right. 

Senator Doveras. And then allocate that to the people who have 
been designated ? 

Miss Horner. That is right. 

Senator Doueias. How do you pay the administrative expenses for 
the board of trustees ? 

Miss Horner. I pay that by check. I pay that quarterly. 

Senator Dovetas. Deducting from the amounts which have been 
sent to you by the local employers? 

Miss Horner. It comes out of our general fund, I would say. It is 
an expenditure just like any expenditure. It is out of our fund. 

Senator Dovcias. What proportion of the amounts which you 
receive do you forward to the insurance companies ? 

Miss Horner. Well, that would be hard to say. I mean, there is so 
much that is retained by us. 

Senator Dovetas. That is what I was trying to get at. 

Miss Horner. Yes; that is right, and it would depend upon the 
particular plan or class of coverage, I would say. 

Senator Ives. How do you determine what is going to be retained 
and what is going to be forw arded ? 

Miss Horner. I have a premium rate for each local. 

Senator Ives. Premium rate? 

Miss Horner. Yes. 





Teak Pebcioraae 


\ 








ecm eo 


WELFARE AND PENSION PLANS INVESTIGATION 475 


Senator Ives. How do you arrive at that ! 

Miss Horner. That has been given to me by the insurance company. 

Senator Ives. And based on that premium rate, you forward every- 
thing that they require ¢ 

Miss Horner. That is right. 

Senator Doveras. Well, then, don’t you have a uniform rate of 
assessment for the country as a whole ¢ 

Miss Horner. That is right. We have seven plans. Each plan has 
their own premium rate. 

Senator Doua.as. Well, let’s take the most important plan. How 
much do you collect from the employers ¢ 

Miss Horner. It depends. We have $l-a-week plan; we have a 
$1.25 plan; and we also have a plan that is based on $6 a month, which 
figures out to $1.40 and something on a weekly basis. 

Senator Doueias. How much of the $1-a-week plan do you forward 
to the insurance company ? 

Miss Horner. Well, it depends on the particular plan. We have 
several $1-a-week plans, sir. For example, we have a $l-a-week plan 
in California which we call class 2. The total premium on that is 
$2.80; $2.66 of that goes to the insurance carrier, and 14 cents goes to 
the we ‘Hare deputy. 

Now, that is based on the number of members covered. That 
$2.66. 

Senator Doue.as. Then the $1.25 plan? 

Miss Horner. The $1.25 plan, I have what we call class 1. It is 
generally covered throughout the Middle West; $4.11 is my total 
premium. 

Senator DouG.as. So you receive a little over $5 % 

Miss Horner. That is right. 

Senator Doueias. And pay $4.11 to the insurance company? 

Miss Horner. That is right. Well, $3.90 goes to the insurance 
company, and 21 cents to the deputy, which makes all of it. 

Senator Dovet.as. In other words, you deduct from that $1.25 be- 
fore you make your insurance payments and retain the 5 percent, 
whereas with the $2.80 plan, you do not ¢ 

Miss Horner. What was that again, now 

Senator Doua.as. If on one pla in, you only get $2.80 a month. 

Miss Horner. I don’t get $2.80 a month. ‘That is what J pay the— 
that is my premium. 

Senator Doueias. That is what I am trying to find out. 

Miss Horner. On $2.80, I got $1 per week, and on the other, I get 
$1.25 per week. Comparable to $5.42 per month. 

Senator Doveias. So you seem to be retaining about 30 percent in 
the home office before you forward the insurance premiums. 

Miss Horner. Well, I haven’t figured it out on a percentage basis. 
I couldn’t say. 

Senator Doueias. What do you use that money for? 

Miss Horner. It is a reserve fund for death benefits. We pay an 
actual death benefit for the administration of the plan. 

Senator Doueias. Are you self-insured under that, or do you put 
that to another company ¢ 

Miss Horner. We handle that out of our office. 

Senator Dovetas. I see. So you are self-insured on death benefits. 
What are the death benefits ? 
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Miss Horner. $1,000 financial. 

Senator Dovaeias. Mr. Leece ? 

Mr. Leece. When did you assume your duties as bookkeeper or 
oflice manager ¢ 

Miss Horner. In April 1951. 

Mr. Leecr. At that time were premiums being remitted to the 
carrier direct, or through the broker, the agent in this case? 

Miss Horner. I believe at that time there was a period in there when 
we were paying it directly to the insurance company. I believe when 
I first came to work there for a few months it was paid direct to the 
insurance company. 

Mr. Leecer. Directly to the insurance company ¢ 

Miss Horner. Yes, sir. 

Mr. Leece. And then thereafter, there was a change, as I understand 
it. 

Miss Horner. That is right; yes. 

Mr. Leece. How was the premium remitted ¢ 

Miss Horner. Then it was paid, I think, through Mr. Saperstein, 
with the tield administrative expense being paid to the welfare 
deputies. 

Mr. Lreece. Who instructed you to do that? 

Miss Hoxner. Sir, that was discussed at a board meeting, and it 
was decided to be handled in that manner. 

Mr. Leecr. As I understand it, you attend all board meetings? 

Miss Hoxner. That is right; practically all of them. 

Mr. Leecr. And what is your function at those board meetings? 

Miss Horner. I take the board minutes and type the board minutes 
up in more or less rough form to be forwarded to Mr. Matthew J. 
Dooley. 

Senator AtLorr. You type the minutes up in rough form? 

Miss Horner. More or less rough form, I would say ; yes. 

Mr. Leece. So that after March of 1951, rather than send the pre- 
mium direct to the insurance carrier at Binghamton, you made out the 
premium checks and sent them to Mr. Saperstein ¢ 

Miss Horner. That is right. It was in the fall. I think it was 
around in October when this change was made, October 1951, when 
the checks were sent to Mr. Saperstein. 

Mr. Lerce. Now, was that check made payable to Mr. Saperstein ? 

Miss Horner. That is right. 

Mr. Lrece. And each check represented premium for a specific 
separate local ¢ 

Miss Horner. That is right. I write checks separately on each 
local. It is not one check covering a large group. 

Mr. Leecr. Who endorsed that check at Indianapolis, before you 
sent it on? 

Miss Horner. Our checks are signed by Mr. Sam J. Byers and 
countersigned by Mr. Matthew J. Dooley. 

Mr. Lercr. Mr. Dooley is located in San Francisco. 

Miss Horner. That is right. the checks are mailed to him to be 
countersigned. 

Mr. Lerce. After Byers signs the checks, they are then sent to 
Dooley in Gan Francisco? 

Miss Horner. That is right. 
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Mr. Lerce. And he forwards them to Saperstein in Newark / 

Miss Horner. That is correct. 

Mr. Leecr. Can you tell us, Miss Horner, what the total premium 
was that was remitted to Security Mutual and the California Life 
Insurance Co. beginning in April 1950, to November 30, 19544 

Miss Horner. Well, my figures are through December 30, 1954. 

Mr. Lerce. December 30, 1954¢ What was that total / 

Miss Horner. $4.867,774.06. 

Senator AtLorr. What was that figure / 

Miss Horner. $4,867,774.06. 

Mr. Leese. There has been testimony by representatives of the 
Security Mutual that they received total premiums of $2,364,709.57,. 

Miss Horner. That was probably through September 30, 1952, 
wasn’t it, as I remember the testimony? I might add on that score 
that they received premiums after that date, too. 

Mr. Lerce. Do you have the figures for September 30, 1954? 

Miss Horner. No, I didn’t bring those with me. I was only asked 
to bring figures through December 30, 1954. You have my financial 
statements, which show it. 

Mr. Leecr. What was the total remitted to California Life by the 
social security department? Is that a complete figure? 

Miss Horner. This is a complete figure. That is what I was asked 
for and that is what I brought. 

Mr. Leece. What is that figure again? 

Miss Horner. $4.867,774.06. That was through December 30, 1954, 
which would include both the Security Mutual and California Life. 

Mr. Leece. [ see. 

Senator Atiorr. Can't you deduct from that what you paid to 
California Life in 1954? 

Miss Horner. They have my financial statements, Senator. It 
would be in there. I am like most bookkeepers; I am lost without my 
ledgers. I was going to say that I think most of the figures given 
by the Security Mutual were for premiums received through Septem- 
ber 30, 1954. We paid premiums to the Security Mutual after that 
date. : 

Mr. Lrece. I was going to say that the subpena calls for records of 
the social security department which would indicate the premium paid 
to both carriers as of September 30, 1954. 

Miss Horner. That is what I gave you. That was the total figure. 

Mr. Leece. Do you have that figure ? 

Miss Horner. That was the total figure that I gave you. 

Mr. Lerece. But that goes through December 30, 1954. 

Miss Horner. That is what I thought my subpena called for, Sep- 
tember 30, 1954. 

Mr. Leece. Is there any way that you can give us the premium 
paid as of September 30, 1954, from your records? 

Miss Horner. Our fiscal year begins with April 1, and T can give 
you the total paid from April 1, 1954, through September 30. Wait a 
minute; maybe that is what [| have. $914,191.28 has been paid from 
April 1, 1954, through September 30, 1954, and that is what I have 
on here. 

Senator Ives. Didn’t the California Life take over on October 1 
1953 2 


Miss Horner. That is right. 
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Senator Ives. How much did you pay them between October 1, 1953, 
and April 1, 1954 ¢ 

Miss Horner. I would have to have my ledgers for that, sir. I 
didn’t bring that with me. 

Senator Ives. You haven't got anything with you at all? 

Miss Horner. All I brought was my last statement through Sep- 
tember 30, 1954, but I have ‘brought my statements for the year, m 
vearly statements, and of course, part of one year would be included 
with part of another on the California Life. 

I made a mistake on that, Mr. Leece. That figure I gave you, that 
$4,867,774.06, was only through September 30, instead of through De- 
cember 31. 

Mr. Leecr. Now, there has been testimony, Miss Horner, by officials 
of the Security Mutual that during that same period they received 
premiums of $2,364,709.57. The records which the committee has con- 
cerning the premiums received by California Life Insurance Co. dur- 
ing the same period total $1,576,963.98, for a total of $3,941,673.55. 

The difference between what the social security department sent in 
premiums to both of those carriers and what the carriers actually re- 
ceived is $954,368.79. 

Now, that figure was subject to certain adjustments because of 
moneys paid duri ing about a 6- or 7-month period by the broker to the 
welfare deputies, ni amely, during the period March 1951, October 1951, 
when the social security dep: irtment discontinued the practice of p: ay- 
ing welfare deputies direct. 

Isn’t that true / 

Miss Horner. Yes. It was a period in there from about May to 
October. 

Mr. Leece. Which brings the total discrepancy down to a figure 
of just over $900,000, which was sent to Saperstein as premium by 
you, but was never received by the carriers in this case. 

Miss Horner. You say around $900,000 ¢ 

Mr. Lence. A little over $900,000, yes. Now, there has been con- 
siderable testimony concerning the techniques employed in diverting 
this premium, and I don’t want to take the time at the moment to go 
into those techniques, but I do think it is important at this stage of 
the record to show exactly what happened as far as you people are 
concerned in Indianapolis when a new local union joined the national 
welfare program. 

Now, for instance, who computed the premium ? 

Miss Horner. You mean who set up the premium rate ? 

Mr. Lerce. The schedule, yes. 

Miss Horner. That was done, I presume, by the insurance carrier. 
It was handled through Mr. Saperstein’s oflice. I would generally 
write a letter to Mr. Saperstein’ s office notifying them that such-and- 
such a local would be covered under the welfare ‘pl in, and I would ask 
what the premium rate would be for their benefits. 

Mr. Leece. Well, you would get a request from the local; is that 
the idea? 

Miss Horner. That is right. Usually there were locals—usually 
the locals write to the office of the international and say they are 
going to open their contracts on such-and-such a date. They are 
going to negotiate the welfare plan, and they request information. In 
many instance es, they ask that someone sit in on their negotiations. 
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Mr. Leece. But from that point on, Mr. Saperstein handled the 
insurance problems relating to that particular local ¢ 

Miss Horner. That is right. As insurance consultant. It was 
usually handled by his office. 

Mr. Lerece. Now, who would advise you as to the effective date of 
that program ¢ 

Miss Horner. Usually the local. I mean, the local would nego- 
tiate their contract with the welfare department to be effective on 
such-and-such a date. 

Mr. Leece. Did you advise the carrier at that time? 

Miss Horner. I would write Mr. Saperstein. 

Mr. Lercr. I didn’t say Mr. Saperstein. 1 said did you advise the 
carrier at that time? 

Miss Horner. No; that was all handled through Mr. Saperstein’s 
office. 

Mr. Leece. Were you under instructions not to advise the carrier ¢ 

Miss Horner. I was under instructions to advise Mr. Saperstein. 
I don’t remember any instructions not to. 

Mr. Leecr. Your instructions were, then, to handle all relations that 
you might have with the carrier through Mr. Saperstein ? 

Miss Horner. That is right. 

Mr. Leece. Who gave you those instructions ? 

Miss Horner. That was set up—that was a procedure that was set 

» at the time I took over the job. ‘That is the way it had been han- 
died prior to my coming there, and then it was continued by me. I 
mean, it was the instr uctions of my employer, I would say 

Mr. Lerce. You had no correspondence, then, with the carrier on 
this program / 

Miss florner. Very seldom. 

Mr. Lrece. Who issued the certificates ? 

Miss Horner. In the beginning, the insurance company issued the 
certificates. When I was ‘employed, they issued the certificates. 

Mr. Lerce. How would they know that I, as a member of local 10, 
for instance, was to be covered under a program? Did you have a 
supply of these cértificates in Indianapolis? 

Miss Horner. No. What we did was: We have a record card on 
each member covered under the plan, and we would send all of our 
cards to the insurance company. The cards contained all the infor- 
mation shown on the certificates. 

They would then type up the certificates and return them to us, or 
they would mail them out to the locals and then return our cards to us. 

Mr. Leece. Would this local have a separate insurance contract for 
their program ? 

Miss Horner. What local? 

Mr. Lerce. Well, any new local that was coming into the welfare 
plan, the national plan. Was a separate contract of insurance issued 
by the carrier? 

Miss Horner. I can’t say on that whether there was a separate 
master policy issued to the locals or not. 

I believe in the beginning, there probably was. I believe there was 
one issued to San Francisco. I don’t know whether there was to 
Chicago or not. I am not too familiar with that part of it. 

Mr. Lerce. I would assume from your testimony that actually the 
carrier involved in this case played no part in the program even on 
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the question of computation of premiums, setting up the general 
standards under which the members of a particular local would be 
covered; that this was all handled by Mr. Saperstein. 

Miss Horner. I wouldn’t say they didn’t play a part in it. I 
imagine Mr. Saperstein was in contact with the carrier. That is the 
impression I had. 

Mr. Leece. You don’t know that he was, though ¢ 

Miss Horner. No; I don’t know. I don’t know that he wasn’t, 
either. 

Mr. Lerce. I think the testimony will show and has shown that he 
was not. That is the purpose of some of these questions. 

So that Mr. Saperstein, as the agent for the Security Mutual, would 
make the necessary arrangements concerning the amount of premium 
per employee. All arrangements would be made with him 4 

Miss Horner. That is right. 

Mr. Leece. And any communication that you had concerning that 
program thereafter would be with Mr. Saperstein, and not the carrier? 

Miss Horner. That is right. 

Mr. Lerce. Now, there has been testimony in this case indicating 
that in some cases, when a new local joins the national program, the 
effective date of the program, as far as you, in Indianapolis, were 
concerned was 1 day, and as far as the carrier was concerned, it might 
be for as long a period as 5 to 8 months after that period # 

Miss Horner. That is what I understand from the testimony. 

Mr. Lercr. Yes. Now, during that time, who was paying claims, 
to vour knowledge? 

Miss Horner. That I cannot answer, because the checks for the 
claims were not cleared through our office. They were sent direct to 
the locals. 

Mr. Lerce. Now, isn’t it true that one of the requirements of your 
office was that copies of claims should be forwarded to your office ? 

Miss Horner. Copies of claims from the locals? 

Mr. Leece. Yes. 

Miss Horner. That is right. 

Mr. Leece. Were copies of claims ever forwarded to your office 
during that period ? 

Miss Horner. Yes, by some of the locals; not all of them. 

Mr. Lerece. Wouldn’t that indicate to you that the program was not 
being insured by Security Mutual as the contract called for? 

Miss Horner. In what respect ? 

Mr. Lerce. Well, isn’t it true that some claims were made to Security 
Mutual during these interim periods, and forwarded by Security 
Mutual back to the welfare deputy in the particular local involved? 

Miss Horner. I was under the impression the claims were all being 
paid by Security Mutual. The checks were sent direct to the welfare 
deputy. They didn’t come through our office. 

All we had for a period of time was copies of claims which had been 
sent to the insurance company. That was done for the reason that 
we had difficulty with some of the claims. Some of the locals didn’t 
feel the claims were being paid promptly or they weren’t being paid 
correctly. 

It was decided by the board of trustees that copies of the claims 
should be sent to our office so that if we received a letter in regard 
to a claim, we could check and have a little more complete story on 
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the particular claim. That was the only reason for those duplicates 
being sent to our office. 

Mr. Lerce. Do you remember a meeting with a Mr. Parish and a 
Mr. Bovay of Security Mutual ¢ 

Miss Horner. That was shortly after I came to work with the 
department. I believe it was maybe 2 or 3 weeks after I came to work 
there. 

Mr. Leece. In your discussions with these gentlemen who were 
representatives of Security Mutual, did you come to any agreement 
as to whether or not Security Mutual should be notified at the time 
a particular local joined the program ¢ 

Miss Horner. I don’t remember anything about that. I remembe1 
very little about their visit. They came in more or less, I figured, 
as good-will aoaiccuaieas, or to get acquainted with the setup in 
our office. 

Mr. Leece. Do you remember discussing that problem ¢ 

Miss Horner. Well, there was some discussion in regard to, per- 
haps, I think, making up a form of some type, of notification. 

Mr. Leece. This is what you call a recap sheet 

Miss Horner. No, that is my form. This notification form was 
a form that was prepared to notify the insurance company as to the 
members covered under a new loc: il coming under the welfare plan. 

Mr. Lerce. But the social security department never adopted, : 

a practice, the notification of the carrier as to the effective date of the 
policy? Your letter was to Saperstein / 

Miss Horner. Yes; that is right. It was all handled through Mr. 
Saperstein’s office. 

Mr. Leece. Now, what form did your letter of transmittal to Mr. 
Saperstein take? Do you have a copy with you? 

Miss Horner. You have my copies. 

It is a half-sheet form, Mr. Leece, setting forth the date. 

Mr. Leece. Before we get into that, Miss Horner, I was talking 
a minute ago about a meeting that you had in August of 1951 with 
a Mr. Parish and a Mr. Bovay of Security Mutual, and you were 
discussing the question of the methods of the transmittal of funds, 
and in their memorandum, they say : 

Miss Horner sends Saperstein a small remittance slip which states: “En- 
closed is check for X dollars, being the premium for local —— for the month 
of ee 

We thought it would be good if we received a copy of this, so we could keep 
the record straight. She has started doing it. 

Mr. Lerce. Now, did you, in fact, ever send Security Mutual 
copy of any cover letter that you sent to Saperstein? 

Miss Horner. I don’t remember sending a copy of that. I won't 
say I didn’t, but I do not remember sending them a copy. 

Mr. Leece. You have, you say, a copy of the form that went along 
with the premium check to Saperstein ¢ 

Miss Horner. That is right. 

Mr. Leece. What did that include? 

Miss Horner. That included the date the check was written, the 
check number, the amount of the premium, the local number, and 
the months covered. 

Then I show a further breakdown at the bottom of the form by 
showing the total number of members with the premium rate, and 
then I carry out the total amount to the right. 
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Mr. Lrrce. Now, I am going to spend some time with you at the 
moment on local 10, the premiums sent to local 10 in Philadelphia. 

First of all, may I ask you what the effective date of that policy 
was, as far as you are concerned, with Security Mutual ? 

Miss Horner. W ell, as far as T'am concer ned, the effective date of 
coverage for local 10 was November 10, 1952. 

Mr. Lerce. And you so advised Mr. Saperstein ? 

Miss Horner. I presume I did. 

Mr. Leece. That the effective date was November 10? 

Miss Horner. Mr. Saperstein might say—he, in many instances, 
went in and helped set up this plan. In some cases, he would notify 
me, more or less. 

Mr. Lerce. As to the effective date? 

Miss Horner. That is correct. 

Mr. Lerce. I have a copy, photostatic copy, of the ledger sheet of 
Security Mutual involving local 10, which indicates that the effective 
date of the policy, as far as the carrier was concerned, was April 1, 
1953. 

Now, you have just testified that you did not advise the carrier 
concerning the effective date. That was handled by Mr. Saperstein ? 

Miss Horner. I presume it was on that, Mr. Leece. 

Mr. Leece. So that I would assume that beginning on November 10, 
1952, which was the effective date of the police: y as far as you are con- 
cerned, you began sending premiums to Mr. Saperstein. 

Miss Horner. That is “right. 

Mr. Leece. Covering members of local 10? 

Miss Horner. That is correct. 

Mr. Lerce. Now, will you tell us the amount of premium you sent 
to Saperstein for the period November 10, 1952, scans March 30, 
1953? You sent this in by months, as I understand it? 

Miss Horner. That is correct, monthly. 

Just a moment here, and I will check to see if you got it correct. 
That was for the month of March 1953; is that right, Mr. Leece? 

Mr. Leece. Through March 1953. You must have sent premiums 
in for the month of November or 

Miss Horner. It was part of the month; that is right. It was pro- 
rated. $75,148.50. 

Mr. Lerce. That covered what period ? 

Miss Horner. That covered the months of November 1952, be- 
ginning with November 10, 1952, through March 1953. 

Senator Dovexas. Beginning in April, did you send the check 
directly to the Security Mutual? 

Miss Horner. April 1953? 

Senator Dovuatas. Yes. 

Miss Horner. No. 

Senator Dovueras. The checks continued to go to Mr. Saperstein ? 

Miss Horner. That is right. 

Senator Dovetas. Always to Mr. Saperstein ? 

Miss Horner. That is right. 

Senator Dove.as. It was in April that the checks first began to go 
to Security Mutual. 

Miss Horner. I see. 

Senator Dove.as. For this local. 
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Mr. Leece. What were the monthly totals during that period, 
Miss Horner? 

Miss Horner. For the month of November 1952, it was $9,981.40. 

For December 1952, it was $16,615.50. Of course, the big difference 
there is because of the fact that in November there was only part of a 
month. 

Then in January 19538, $15,998.40. February 1953, $16,443.90. 
March 1953, $16,107.30. 

Senator Doue.as. Let the record show that these items agree with 
the figures submitted by the stadff. 

Mr. Leece. Now, the ledger sheet of Security Mutual that I have, 
Miss Horner, suggests or indicates that they first received a premium 
payment on behalf of members of local 10 on July 9, 1953, and that was 
for premium—that was a premium receipt covering the month of 
April 1953. They didn’t receive any of the money that you have just 
indicated was sent to Saperstein during the period November 1952 to 
Mareh 1953. 

Miss Horner. In other words, the $75,146.50 ¢ 

Mr. Leece. That is right. Now, do you have available the figures 
for the dollar premium that you sent to Mr. Saperstein beginning in 
April of 1953, and will you give us the number ¢ 

Miss Horner. You mean the dollar premium ? 

Mr. Leece. Yes. The premium that you sent to Mr. Saperstein, 
dollar total premium, together with the number of lives that that 
premium was to cover. 

Miss Horner. It wasn’t a premium of $1, sir. It was a premium 
of $3.30. 

Mr. Lerece. You sent them a check for X dollars, covering X num- 
ber of lives. 

Miss Horner. I see. You want it starting with April 1953? 

Mr. Leece. Yes. 

Miss Horner. 4,831 inembers, with a total of $15,942.30. May, 
4.825 members, with a total of $15,922.50. June, on June I had an 
adjustment on my December premium. ‘There was a balance of 4,550 
members, or a total of $15,015. July, [ had 4,904 members, $16,183.20. 

Then I had a June report which was late which covered 4 members, 
making $13.20, with a grand total of $16,196.40 for June and July. 

Senator Dougias. August? 

Miss Horner. August 1953, 4,834 members, with a total of $15,952.20 
for premium. September, 4,820 members, with a payment of 
$15,906. October, 5,077 members, my premium was $16,754.10. 
November 1953, 5,093 members, with a total premium of $16,806.90. 

Senator Doveras. You had better stop at that point. 

For the record, let it be shown that the items which Miss Horner 
has read agree with the figures submitted by the staff. 

Mr. Lerce. At this point, I think the record should show what 
Security Mutual received for those same months in premium and what 
the difference was. 

Miss Horner. It wouldn’t be through December. It would be 
through September. 

Mr. Lerce. Yes, through September. In April of 1953—— 

Senator Doueias. Mr. Leece, you have already pointed out that 
Security Mutual received no premiums for the months from Novem- 
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ber through March 1953, inclusive, and you are now coming to the 
period from April on. 

Mr. Lerce. April through September, when the policy was trans- 
« rred. The records of Security Mutual indicate that for the month 

f April 1953 they received total premiums of $10,992.30, covering 
3.31 lives. That means that they received $4,950 less in premium 
than was sent to Mr. Saperstein by you, and that premium covered 
1,500 lives less than the total lives re ported on by you and on whose 
behalf premium was paid to Mr. Saperstein. 

For the month of May 1953, Security Mutual received $9,982.50, 
covering 3,025 lives, or a total of $5,940 less in premium than you had 
sent to Mr. Saperstein, and 1, 800 lives less than those that you had 
reported on, ‘and on whose behalf you had paid premiums. 

For the month of June 1953, Security Mutual received $10,065 on 
behalf of 3,050 members, or a total of $4,950 less than what you had 
sent to Mr. Saperstein, and covering 1,500 lives less than the number 
you had reported on and on whose behalf you had paid premium. 

For the month of June, Security Mutual received $10,065 on behalf 
of 3,050 members—I am sorry, the record should show that the total for 
May received by Security Mutual was $9,982.50. For May $9,982.50 
on behalf of 3,025 members, or $5,940 less than what you had sent to 
Saperstein, and covering 1,800 lives less than those that you had 
reported on. 

I think the reporter has the total for June. 

Now, we goto July 1953. Security Mutual rec elvec d $10,256.40 on be- 
half of 3,108 members, which represented a total of $5,926.80 and 1,796 
iives less than what you had reported on. 

For August 1953, Security Mutual received $10,012.20 on behalf of 
3,034 lives, or $5,940 and 1,800 lives less than the total you had reported. 

Se ptember, § Security Mutual received $9.966 on behalf of 3,020 mem- 
bers, or $5,940 and 1,800 lives less than what you had reported. 

Now, the total of those figures is $33,660, and we had established that 
during the period November to March 1953, when no premium was 
received by Security Mutual, the totals during that period were 
$75,146.50. That total, together with the $33,660 figures, gives a total 
of $108,806.50 that was paid by the social security department to Mr. 
Saperstein, but which was not received by the insurance carrier under- 
writing this program for local 10. 

Now, do you have your recap sheets for local 284? 

Miss Horner. Yes, sir. 

Mr. Lrerce. Jersey City ? 

Miss Horner. Yes, sir. 

Mr. Leece. What was the effective date of that policy, as far as the 
social security department is concerned ? 

Miss Horner. We began covering local 284 on September 1, 1952. 

Mr. Lxxce. I have the ledger sheet of the Security Mutual Life In- 
surance Co., for that local, which shows that the policy was effective 
with them on March 1, 1953, a period of 6 months later. 

Now, do you have records which would indicate the total premium by 
month that you sent to Mr. Saperstein beginning September 1, 1952? 

Miss Horner. Yes. 

Mr. Lercr. Through February 1953? 

Miss Horner. Yes. 

Mr. Lerce. Will you state those totals, please ? 
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Miss Horner. I don’t seem to have the totals, sir, on that. | have 
them by month. I don’t have the total on that 

Mr. Lerce. Well, if you will give us the monthly totals begim 
September ¢ 

Miss Horner. September and October were paid together. — In Sep 
tember—do you want it with members covered, or just the premium ¢ 

Mr. Leece. Just the premium, because none of it went through to 
the carrier, anyway. 

Miss Horner. September, there was S1IZ219.90. For October 
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was $12,160.50. Then there was additional for September and Octo 
ber for late reports. For September $1,514.70 and for October 
$1,362.90. That was a total of $2,877.60. 

My next premium was for November, with some late September and 
October reports. For late September, the total amount was $1,270.50. 
The October was $1,362.90, and the November was $13.576.20. The 
total was $16,209.60, 

Then the next premium was for December, and there was late Sep 
tember, October, and November payments. Septe mber was $62.70; 
Oc tober, $155.10; November, $1,224.30, and December, $15,447.50, with 
a total of $14,889.60. 

Then with January, there was also additional late reports covered. 
September, $765.60; October, $739.20; November, $1,102.20; Decem- 
ber, $2,432.10; and January, $14,807.10, with a grand total of 
$19,846.20, 

January and February—included on my February premium was 
the amount of $52.07; Febru: ary, $15,992, a total of $14,000. 

In March, there was late December in the amount of $46.20; Janu 
ary, $491.70; February, $739.20; and in March, $14,232.90, with 
total of $15,510. 

You wanted through March 1953, didn’t you? 

Mr. Lerece. Up to March. 

Miss Horner. That was through March. 

Mr. Lerce. We wanted up to March. The policy became effective 
with Security Mutual on March 1, 1953. 

Miss Horner. I see. Well, then, that last should be omitted. 

Mr. Lerce. The total you have given us through February, as we 
estimate is, $94,604.40. “Now, the records of the Security Mutual 
Life Insurance Co. indicate that they received none of that premium, 
and they received their first premium payment on behalf of the 
members of local 284 on June 11, 1953, covering them for the month 
of March 1953. 

Now, may I ask you, Miss Horner, if you will give us the total 
premium paid to Saperstein beginning in March and ending Sep 
tember 1953, at which time the policy was transferred to the Cali- 
fornia Life Insurance Co. ¢ 

Miss Horner. All right. You want that by month, I suppose, 
Mr. Leece ¢ 

Mr. Lerce. By month, yes, and the number of lives. 

Miss Horner. All right. 

Mr. Lrrce. On whose behalf you were making payments. 

Miss Horner. Beginning with March payment—TI will read the 
jate one preceding the current month. 

Mr. Leece. If you could, just give us the total. 
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Miss Horner. You want the whole total, without the breakdown? 

Mr. Lreece. Not the breakdown; just the total. 

Miss Horner. In March, we paid a premium of $15,510. If you 
want the lives, I will have to give you the late lives on that. Do you 
want the late lives, Mr. Leece ¢ 

Mr. Lerece. Yes. I would like them. 

Miss Horner. All right. There were 14 members for December, 
149 for January, 224 for February, 4,313 for March, with a total 
premium of $15,510. 

Mr. Leece. You don’t have the lives totaled there, do you ? 

Miss Horner. No, I don’t. I don’t show a total on the lives, Only 
by month. I do not show a grand total. 

Mr. Leece. I think it might be well for the record to show at this 
point that for the month of March 1953, Security Mutual received 
$10,602.90, covering 3,213 lives, or a difference of 1,432 lives and 
$4,725.60. 

Now, will you give us the total for April ? 

Miss Horner. For April—there were 8 lives for November; 80 
for January; 20 for February; 207 for March; and 4,326 for April, 
with a total of $15,315.30 in premium. 

Mr. Leece. Now, Security Mutual received, for the month of April, 
$10,365.30 on behalf of 3,141 members, or a difference of 1,536 lives and 
$5,068.80. 

Now, for the month of May? 

Miss Horner. The month ef May, there were 35 members covered 
for September; 34 for October; 34 for November; 50 for February ; 
102 for March ; 286 for April; and 4,289 for May, with a total premium 
of $15,939. 

Mr. Leece. Security Mutual received for the month of May a total 
of $9,999 covering 3,030 lives, or 1,586 lives and $5,233.80 less than 
what you had sent to Saperstein. 

For the month of June? 

Miss Horner. For June, 28 members for April; 158 for May; 4,204 
for June. The total premium was $14,487. 

Mr. Lerce. And for that month, Security Mutual received $10,527 
on behalf of 3,190 members, or 1,454 members and $4,798.20 less oo. 
what you had sent. July? 

Miss Horner. July, 23 members for February; 45 members for 
May; 299 members for June; 4,082 members for July, with a premium 
of $14,681.70 being paid. 

Mr. Lerece. Security Mutual received $10,391.70 on behalf of 3,149 
lives, or 1,436 lives and $4,738.80 less than what you had sent in. 
August ? 

Miss Horner. For August, 23 members for March; 33 for May; 18 
for June; 385 for July; and 4,246 members for August. My premium 
was $15,526.50. 

Mr. Lerce. Security Mutual received $10,246.50 on behalf of 3,105 
members, or 1,506 members and $4,969.80 less than what you had sent 
in. September? 

Miss Horner. September, I had received some very late reports, and 
I paid on members for September 1952, 8 members; for October, 8; No- 
vember and December, 8; January 1953, I paid on 6 members; Febru- 
ary, 6 members; April, 37 members; May, 2 members; June, 33; Au- 
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gust, 263 members; and for September there were 3,772 members, for 
a total premium payment of $13,767. 

Mr. ce Security Mutual received $9,807.60 on behalf of 2,972 
members, which was 1,615 members less than what you had reported on 
and $5,329.50 less than what you had sent to Saperstein. 

Senator Doue.as. In the event that someone who reads the record 
finds that Mr. Leece’s subtractions seem to give a larger figure than 
would be apparent for the figures given by Miss Horner, let it be 
stated that Miss Horner is giving the current contributions, and if you 
take the arrearages that appear in the total, which, when the figures 
upon which Mr. Saperstein paid Security Mutual are deducted, gives 
the difference which Mr. Leece has cited. 

Mr. Leece. We estimate, Miss Horner, that the total premium which 
was either deducted by Mr. Saperstein or, in fact, never remitted to 
Security Mutual during that period was $128,591.10. 

Senator Doueias. For this one local ¢ 

Mr. Lerece. For local 284 in Jersey City. 

Now, this was true in a number of other locals, and as I have said 
before, the total discrepancy estimated by the staff runs in the neigh 
borhood of $900,000, 

Now, you have stated previously, Miss Horner, that you deducted ! 
percent of the premium before sending it on to Mr. Saperstein. 

Miss Horner. That is right. 

Mr. Lesce. Sending the premium on to Mr. Saperstein, and that 5 
percent was sent by check to the various welfare deputies for each local. 

Miss Horner. That is right. 

Mr. LEECE. Now, did you advise Security Mutual as to the total that 
was sent to the welfare deputy 4 

Miss Horner. No, I never was asked for that total. 

Senator Dougias. Did they ever ask you who the deputies were / 

Miss Horner. I don’t have any recollection, Senator, of their asking. 
As I remember, there was one period when I first went to work up 
there when they were paying it to the Security Mutual. 

[ believe at that time the entire premium was paid. There was no 
breakdown between the premium and the field administrative expense. 
‘The entire amount was sent to the insurance company. 

Senator Dovetas. But the period in which you deducted the 5 per- 
cent, you were never asked by Security Mutual who these welfare 
deputies were ? 

Miss Horner. We knew who the welfare deputies were. I may have 
sent them a list or they knew who they were, because they m: tiled the 
checks out on the claims to the offices. So they knew—they had to know 
who was handling it in the locals. 

Mr. Leece. The reason I appear to be laboring this point is simply 
this, Miss Horner: There would appear to be several very simple prac- 
tices which would. have put the carrier on notice as to what was going 
on in the case and which would have precluded the continuation of 
this type of operation. 

If they had simply been given a notice of the total premium, for 
instance, which was being sent to Mr. Sapterstein each month, or if 
they had been given a total of the five percent payments, which were 
being made to the welfare deputies during this period ? 

Miss Horner. That policy would not be mine to set. 
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Mr. Leece. Wouldn't it be in the ordinary course of events a practice 
which might and should have been followed / 

Miss Horner. Probably should have, yes. 

Mr. Lerce. Were you under specific orders not to 4 

Miss Horner. No. I was never—— 

Mr. Leece. Would it occur to you as an office manager in a program 
of this type to send a copy, for instance, of your transmittal letter to 
Saperstein to the carrier? 

Miss Horner. It probably never entered my mind, Mr. Leece. 

Mr. Leece. Didn't it / 

Miss Horner. No. 

Mr. Lerce. And you would say the same thing with regard to the 5 
percent payment to the welfare deputies / 

Miss. Horner. That is right. 

I sent a transmittal form with the 5 percent check for the informa- 
tion of the welfare deputies, and that, as far as I was concerned, would 
be the only person who would be particularly interested. 

Mr. Leece. The welfare deputy then gota copy of your transmittal ? 

Miss Horner. Not the one to Mr. Saperstein, no. I have a trans- 
mittal form similar to the one that went to Mr. Saperstein only it 
just includes the amount paid to the welfare deputy and I show the 
months that it covers. That is for their information. 

Mr. Lerce. Did Security Mutual conduct an audit of your books ? 

Miss Horner. Yes, they did; at the close of our coverage. 

Mr. Lercr. That was sometime subsequent to October 1, 1955 / 

Miss Horner. That was in April, I believe, of last year, as I 
remember. 

Mr. Lerce. How was that audit conducted / 

Miss Horner. A representative from the Security Mutual came to 
our office and an audit—I pulled transmittal forms and checks. How 
they conducted their audit, I don’t know. What I mean is, the actual 
operation of it. 

Mr. Leecr. You mean the canceled checks? 

Miss Horner. That is right. 

Mr. Leece. Together with a copy of the transmittal form which had 
accompanied that check originally ? 

Miss Horner. That is right. “As I remember there were certain 
locals—they asked me to pull the transmittal forms for certain locals 
as well as the checks. 

Mr. Lerece. Who asked you to pull those transmittal forms? 

Miss Horner. That I don’t know. It would have been either the 
gentleman doing the audit or it could have been Mr. Saperstein or it 
could have been both. 

Mr. Lerce. It is very, very important at this stage. 

Miss Horner. To tell the truth. 

Mr. Leecr. If we can determine who issued the instructions as to 
what transmittal forms were to be pulled from the files. 

Miss Horner. It could have been either or both. I have no recol- 
lection of that part of it. It was minor to me at the time. 

Mr. Legece. Either or both 








Miss Horner. I said either Mr. Saperstein or the gentleman doing 
the audit. 
Mr. Leece. Who were they ? 
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Miss Horner. There were two men from the Security Mutual. I 
couldn't tell you their names. 

Mr. Lerce. Mr. Lindsley might have been one of them ‘ 

Miss Horner. I don’t remember their names, Mr. Leece. That is 
the only time I met them. 

Mr. Leece. Does the name Nadalin mean anything to you? 

Miss Horner. No. 

Mr. Leecr. You mentioned Mr. Saperstein. Was Mr. Saperstein 
identified officially with the social security department in any way 

Miss Horner. He was the insurance consultant for the social secu- 
rity department. 

Mr. Lerece. How long had he been in the office prior to the time 
that the re mney of Security Mutual arrived in Indianapolis? 

Miss Horner. I don’t remember. As I remember, he came in the 
same morning that they did. 

Mr. Lerce. He came in the same morning ? 

Miss Horner. That is right. 

Mr. Leece. Had you advised him prior to that time that they were 
coming in? 

Miss Horner. I believe he had advised our office that they were 
coming in. 

Mr. Lerce. Mr. Saperstein had ? 

Miss Horner. I was advised by Mr. Byers that they would be in and 
I presume that he had been advised by Mr. S: aperstein. 

Mr. Leece. So, at any rate, Mr. Saperstein was in the offices of the 
social security department at the time that the representatives of 
Security Mutual arrived at the office ? 

Miss ‘Horne r. I don’t know whether he arr one d before they did or 
after. That’s one of those things—like I say, the whole thing is not 
too clear in my mind. 

Mr. Lerce. Did he participate actively in the audit—Mr. Saper- 
stein ¢ 

Miss Horner. Did I, you say? 

Mr. Leecr. Did Mr. Saperstein participate actively ? 

Miss Horner. Mr. Leece, I do not know on that score. They were 
seated at a desk outside of the office where my desk is located. There 
was no room in my office, so we sat them at a desk out in our big office. 
As is customary, as I have said before, you don’t stand looking over 
someone’s shoulder when they are doing an audit of your work. So far 
as the audit part is concerned, I do not know what they did other than 
that I pulled certain material for them. 

Mr. Lerce. Did you not participate actively in the audit yourself? 

Miss Horner. No; it is not usually customary. 

Mr. Lerce. Your only function then was to pull copies of certain of 
your recap sheets ? 

Miss Horner. That is right. I couldn't even tell you what ones of 
those I pulled. 

Mr. Leecr. To whom did you turn these over ? 

Miss Horner. I think I took some of them out to the desk where they 
were working, as I remember. 

Mr. Lerce. Records of Security Mutual indicate you must have 
pulled 129 different recap sheets which were checked against the 
records oi the Security Mutual Insurance Co. The records also show 
that of those 129 items, they were all checked as being accurate, no 
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discrepancies of any kind. Yet when representatives of the staff made 
the same checks, it was found that 54 of those 129 items suffered from 
rather considerable discrepancies of the type that we have just men- 
tioned a few minutes ago. 

The question at the moment is how there could be such a discrepancy. 

Miss Horner. As far as my books are concerned, there woulae't be 
any. I would stand on that. 

Mr. Lerce. You have no way of explaining ¢ 

Miss Horner. No, sir; 1 donot. I couldn’t tell you how many items 
1 pulled, even. 129 seems like a lot. Maybe I pulled that many; I 
don’t know. 

Senator Doucias. Someone would tell you to pull the items for a 
given local, for a given month ? 

Miss Horner. | beg your pardon ? 

Senator DoucGias. Someone would tell you at this audit to pull the 
items for a given local for a given month ¢ 

Miss Horner. Yes. As I remember that was the way it was handled. 
Then I would pull the corresponding checks, I mean the check that had 
been issued that would correspond with the transmittal forms. 

Senator Doveias. You had copies of those ¢ 

Miss Horner. | can’t remember, sir, whether I pulled the checks just 
for Mr. Saperstein or the ones for Mr. Saperstein and the welfare 
deputy. That I can’t tell you. That has been a long time ago as far 
as | am concerned. 

Senator Atvorr. Did Mr. Saperstein help in checking these ? 

Miss Horner. He was at the desk. I couldn’t say, Senator, whether 
he helped check them or not. As I say, I wasn’t standing there. 

Senator Atxorr. Do you recall whether he had the checks or the 
recap sheet ? 

Miss Horner. I wouldn’t know. I just, for instance, would take 
a folder with my recap sheets and my checks and give it to him and 
that was it as far as I was concerned. 

Senator Atiorr. Did Mr. Saperstein have access, at any time he 
desired, to your records? 

Miss Horner. No, he did not. 

Mr. Leece. Did you challenge him, at the time that this audit was 
conducted, as to his right to access to these records ? 

Miss Horner. No, I wouldn’t. I won’t say that he had access to 
them. ‘They were pulled for the auditors. 

Mr. Lercr. You indicated previously, I think, that he may have 
requested that certain recap sheets be pulled. Would you do that 
on his authority or would you wait for instructions from Mr. Byers 
who, as I understand it, was your immediate superior ? 

Miss Horner. If he asked me for any, I would naturally assume 
that it had been discussed with Mr. Byers. 

Mr. Leece. And you wouldn’t challenge him? 

Miss Horner. No, that’s right. He was our insurance consultant. 

Mr. Lerce. Had he requested access to these records at any time 
prior to this audit? 

Miss Horner. No, not that I can recall, sir. 

Mr. Leece. On the subject of these welfare deputies, Miss Horner, 
by whom were they appointed ? 

Miss Horner. In accordance with board action, they are appointed 
by Mr. Byers. 





ARCs Sng bei 


Neonat at 3 


WELFARE AND PENSION PLANS INVESTIGATION 19] 


Mr. Lerce. The board of trustees gave Mr. Byers authority to 
appoint welfare deputies / 

Miss Horner. That is right. 

Mr. Lercr. As I understand your testimony, they were paid 5 per- 
cent of the premium sent to the carrier on behalf of the members of 
their particular local ¢ 

Miss Horner. That is right. 

Mr. Lerce. Did you send those checks to the welfare deputy ? 

Miss Horner. Yes, 1 made the checks. They are not nome d directly 
by me. They are mailed by Mr. Dooley after he countersigns the 
checks. They are mailed from his office. 

Mr. Lerce. But you made up the checks? 

Miss Horner. That is right. 

Mr. Lerce. To whom were they made payable? 

Miss Horner. They were made payable to the individuals, In other 
words, the particular welfare deputy. 

Mr. Lerce. Not to a welfare fund of the local ? 

Miss Horner. No, that is right. 

Mr. Lerce. Made to the welfare deputy as an individual? 

Miss Horner. That is correct. 

Mr. Leece. Was any accounting required by those welfare deputies 
as to the disposition made of those funds? 

Miss Horner. You mean—I don’t understand your question. 

Mr. Leece. Let me put it this way: Have you on any occasion re- 
ceived from the welfare deputies a statement of any kind as to the 
disposition of those funds by that welfare deputy / 

Miss Horner. No. It was my understanding that that was strictly 
their responsibility, the handling of those funds. 

Mr. Leece. In other words, they got 5 percent of the monthly 
premium in the form of a check, to do with as they liked / 

Miss Horner. No. It was to be handled strictly for the admin- 
istration of the welfare department. That is the idea behind it. 

Mr. Leece. What was that idea’ Will you enlighten us on that 4 

Miss Horner. That was for the operation of their welfare program 
in the particular locals. That was to pay for salaries of the people 
working on the welfare program, for equipment, for any expenses in 
regard to administering the welfare fund. 

Mr. Leece. Was not the union receiving $2,500 a month for that same 
service / 

Miss Horner. Not as far as I am concerned, they aren't. I have no 
knowledge of the union’s books. 

Senator Atiorr. Did you know they were getting it / 

Miss Horner. I did not, Senator, until this hearing. 

Senator AtLorr. Never until this hearing? 

Miss Horner. No. Of course I have nothing to do with the inter- 
national’s books. So I cannot say whether they were or were not 
receiving that. 

Senator Doveias. Miss Horner, in executive session you identified 
this list as being the list of payments to the various welfare deputies. 
I wonder if you would be willing to identify that. \ 

Miss Horner. That is right, Senator. That is the list I gave you. 

Senator Dovetas. I want to ask that this be made part of the rec- 
ord of the public hearings at this point. 

The document referred to was marked “Exhibit No. 31.”) 
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Exuipsit No. 31 


Social Security Department, Laundry Workers’ International Union, 
30 West Washington Street, Indianapolis, Ind. 


Location 


Oakland, Calif 
Philadelphia, Pa 
San Francisco, Calif 
Reno, Nev 
San Jose, Calif 
Tacoma, Wash 
Shreveport, La 
Chic aro, Il} 
Spokane, Wash 
Los Angeles, Calif 
Gary, Ind 
Brockton, Mass 
Boston, Mass 
Sacrairrento, Calif 
Westfield, Mass 
Fresno, Calif 
Saginaw, Mich 
Des Moines, lowa 
do 
St. Louis, Mo 
do 
Birmingham, Ala_- 
113 | Vallejo, Calif 
113 do 
115 | Youngstown, Ohio-~ 
115 do 
Danville, lll 
do 
127 | Bellingham, Wash 
Detroit, Mich 
135 | New York, N. Y 
141 | Pittsburgh, Pa 
142 | Aurora, Ml 
143 | San Mateo, Calif 
150 | St. Paul, Minn 
150 do 
156 | Eureka, Calif. 
171 | Peoria, Il 
171 do ‘ 
177 | Stockton, Calif 
183 | Minneapolis, Minn --- 
183 do 
I85 Providence, R. I 
186 | San Bernardino, Calif 
186 do 
191 | Louisville, Ky.3 
192 | Terre Haute, Ind 
218 | Atlanta, Ga 
222 | Miami, Fla 
246 Salem, Mass 
» 
oan \Cincinnati, Ohio 
248 do 
248 do 
259 , San Diego, Calif 
284 | Jersey City, N. J 
287 | Phoenix, Ariz 
300 | Washington, D. C 
320 New Orleans, La 
338 Windsor, Ontario 
350 | Indianapolis, Ind 
361 | Duluth, Minn 
361 do 
363 Santa Barbara, Calif 
402. New Orleans, La 


! Included with No. 218. 
2 Included with No. 66. 


Welfare deputy 


Walter East 
Charles Naddeo 
Lawrence Palacios 
Lucien Bergeron 
Lola Chantler 
Anna M. Perkins 
E. L.. Abercrombie. 
E. C. James 
Robert Kingsley 
Floyd M. Buckalew 
Jack Edwards 
John Donovan 

do 
Lawrence Palacios 
John Donovan 
Philip Fleming 
Edna Mellvain 
George Kiebler 
Martin Withrow 


B. H. Bis>op (deceased) 


Lester Gallagher 
E. L. Abercrombie 


Lawrence Palacios _-__ 


Inez Dias 


Kathryn Klee (deceased). 


Anne Senich 
Wallace Dykes 


| Clella Garretson 


Annie Stanley 


| John Paris- 


Angelo Barazotti 


| Sam Begler 


Sidney Maltz_. 
Ruth Bradley 
Sidney Brennan 
Joseph Williams 
Lawrence Palacios 
Carroll Yates_ 


| Austin Marshall_ 


Lawrence Palacios 


| Sidney Brennan 


Joseph Williams_ --- 
John Donovan 

Sam Simpkin 

C, W. Chapman. 
Ted Williams 
Marie Jenkins 

E. L. Abercrombie_- 

do 


| John Donovan 


Walter Smith 

Bert Cook 

George Rice 

Floyd M. Buckalew 
Edward Reich 
Floyd Buckalew 


| E. L. Abercrombie 


do 
Hendrik Bink 
Ted Williams 
Sidney Brennan 
Joseph Williams 
Floyd M. Buckalew 
E. L. Abercrombie _- 


| 


Jan. 1, 1951_. 


Date appointed 


July 1, 1951 


Noy. 10, 1952 
Apr. 1, 1950 
Mar. 1, 1953 
Mar. 1, 1951 
Mar. 1, 1954 
July 1, 1952 
Oct. 1, 1950 
May 3, 1954 


June 1, 1951 


July 1, 1951 
Oct. 1, 1952 
do 
Sept. 1, 1952 
Nov. 1, 1952 
July 1, 1951 
Aug. 1, 1951 
Jan. 5, 1953, to Jan. 1, 1954 
Jan. 1 to May 1, 1954 
Nov. 1, 1951, to Dee. 1, 1954 
Tan. 3, 1955 
Sept. 1, 1952, to Apr. 29, 1953 
Apr. 29, 1953 


July 1, 1953, to June 1, 1954 
July 26, 1954 


Jan. 21, 1954, to June 18, 1954 
June 23, 1954 4 

Mar. 1, 1953 

Sept. 1, 1950 
Mar. 1, 1952 
Jan. 1, 1953 
Mar. 1, 1954 
Aug. 18, 1952 


Sept. 1, 1952, to Mar. 1, 1954__- 


Apr. 12, 1954 
Mar, 1, 1953 
Dec. 1, 1952, to June 30, 1953 
Sept. 10, 1953 


Jan. 1, 1952 


Feb. 11, 1952, to Feb. 8, 1954 
Apr. 12, 1954_-- = . 
Oct. 20, 1952 

June 1, 1951, to July 31, 1954 
Sept. 1, 1954__- 

Sept. 1, 1952 

Aug. 1, 1951 

Aug. 1, 1950 

Aug. 1, 1951 


Jan. 12, 1953 


Feb. 1, 1951, to Sept. 30, 1952 


Oct. 1, 1952, to Sept. 30, 1953 
Oct. 12, 1953 
Jan. 1, 1952 
Sept. 1, 1952 
do 

Mar. 1, 1952 
June 1, 1951 
Jan. 25, 1954 
Apr. 1, 1954 
June 1, 1952, to Mar 
Apr. 12, 1954 

Jan. 1, 1953 

Mar. 15, 1953 


? This local was serviced by local No. 248 from June 1, 1951, to Sept 
4 Included with No. 218, now No. 218. 


§ Included with No. 218. 


| Amount 


paid to 


| Sept. 30, 


1954 


$4, 653 
17, 486. 4¢ 
16, 461. 2 
643 
2,499 
93 
(1) 
, 970. 3% 
§95 
, 544. 3 
, 521 
3, 348 
993. < 
(2 
, 623 
, 242. § 
, 246 
332. 2% 
7U8. ¢ 


(‘) 

38 
215. 
481. : 

77. W 


137. : 
66.7 
449. 28 


7" 
jal. 


, 294. 
, 669. 38 
63. 
593. 
950. : 
8YS8. 38 
96. 
65. 
, 044. 3% 
873. 3% 
7, 444. 33 
, 877. 
(2) 
65. 66 


425. 
, 320. 
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Miss Horner. I think you should put the qualification in there, 
too, that I set up these figures very hurriedly. 

Senator Dovenas. I think it is of interest to note the following 
payments: Philadelphia, Pa., Charles Naddeo—and this is for the 
eriod ending September 30, 1954—$17,486.49. San Francisco, Calif., 
emiant e Palacios, $16,461.20. Chicago, IL, E. C. James, $77,970.33. 
Los Angeles, Calif., Floyd M. Buckalew, $21,544.52. 1 am simply 

reading ‘off the lar ger ones. 

Detroit, Mich., John Paris, $17,721.90. Then in Minnesota, Sidney 
Brennan was the agent up until March 1, 1954, St. Paul, Sidney Bren- 
nan, $1,950.37 and Joseph Williams became the deputy in April, 
apparently, $898.38. 

Minneapolis, Sidney Brennan, $7,444.38, and Joseph Williams, 
$1,877.61, and Duluth, Sidney Brennan, $1,771.75. Joseph Williams, 
$510.72. Iam simply adding in my head, but it looks like a total of 
something like $11,000 to Mr. Brennan. 

Atlanta, Ga., E. L. Abercrombie, $18,477.87. 

Jersey City, N. J., Mr. Reich, $17,490.45. I think in justice it 
should be said that in Jersey City we found that the money had been 
put into a separate fund. 

Miss Horner. That is the way in many cases. 

Senator Dovetas. And it was not checked out for individual use 
apparently. We do not havea record of what happened to these other 
sums. The total amount paid, $238,076.28, according to our exami 
nation. 

Miss Horner. Senator, I think in all fairness, you should also point 
out that this is not for 1 year. This is from the very beginning, the 
inception of it. It covers 4-year periods for some of these locals. 

Senator Atsorr. If there was a disposition made of money, Miss 
Horner, which is not the right disposition, it doesn’t matter w hether it 
is over a period of 10 years or 10 hours. 

Miss Horner. That hasn’t been proven; that is true in all cases, 
though, Senator. 

Senator Atxorr. It is apparently true in every case that has been 
gone into. 

Senator Dovuatas. Jersey City 

Senator Atuorr. Except that one. 

Miss Horner. I think local 26 has a fund set up, too, a separate 
fund set up on their welfare. Local 26 in San Francisco. I know 
that specific one because Mr. Palacios has appeared before the board 
stating that this 5 percent is not sufficient to cover his expenses. 

Mr. Lerce. May I ask you this, though, Miss Horner? Were these 
welfare deputies in every case members of the Laundry Workers 
International Union ? 

Miss Horner. No, as you already know, Mr. Brennan is not. I 
don’t know whether there was anything even specified in that welfare 
deputy agreement form, that they had to be. I haven't read it for 
some time. 

Mr. Lerece. This may not be a fair question, but as far as you are 
concerned, by what authority would a member of another union serve 
as a welfare deputy for the laundry workers? 

Miss Horner. Mr. Brennan—— 

Mr. Leecr. Mr. Brennan got something over $11,000. 

Miss Horner. I am not too familiar with the international’s policies, 
since I have never worked on anything of that type. But it is my 
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understanding that Mr. Brennan helped in negotiations, and he also 
helped in setting up the welfare plan in that area 

Senator At.torr. Miss Horner, you testified a | while : ago you didn’t 
know what disposition was made of these welfare funds. How do you 
know there were, in some instances, special funds set up / 

Miss Horner. As I mentioned before, Mr. Palacios has a special 
fund I know set up, at least it was my understanding. 

Senator Attorr. But you testified a while ago you didn’t know 
what had become of these funds. You simply made the checks payable 
to individuals, the 5 percent. 

Miss Horner. What moneys? 

Senator ALLorr. Now you are testifying that they went into special 
funds. 

Miss Horner. I testified, Senator, as to how the money was to be 
used. 

Senator ALLorr. You said you didn’t know how it was used, and 
now you are testifying that part of it went into - ial funds. 

Miss Horner. I don’t remember saying that I didn’t know how it 
was used. 

Senator AtLorr. Who had the power to designate the welfare 
deputies / 

Miss Horner. As I mentioned before, it was Mr. Byers’ duty. 

Senator Atiorr. Mr. Byers alone / 

Miss Horner. Yes: that is right, as far as I know. 

Senator Atiorr. You kept the minutes of the welfare board and the 
social security board. Did the social security department ever desig- 
nate welfare agents / 

Miss Horner. Not to my knowledge, not at a board meeting, no. 

Senator Attorr. As far as you were concerned, then, and as far 
as you observed, Mr. Byers was the sole person who could designate 
who the welfare agents were ? 

Miss Horner. That is right. 

Senator Anuorr. Did these two men from Security Mutual bring 
their own records and check against your records, or did they check 
your canceled checks against your records? Do you know? 

Miss Horner. That I wouldn't know, Senator. I would have no 
way of knowing. 

Senator Atiorr. Did you see them bring any records of their own? 

Miss Horner. As I remember, they came in with some folders. 
What they had in them I don’t know. 

Senator Atiorr. Did you have any knowledge of what Saperstein 
was doing with the ee that was being forwarded to him at all? 

Miss Horner. No, sir; I do not. 

Senator ALLorr. You mean as chief bookkeeper of the social security 
department and as the person who kept the minutes for the board and 
being in charge of those records, that no check was ever made of the 
moneys received by Security Mutual against the money which you have 
forwarded to Saperstein ? 

Miss Horner. No, sir. 

Senator ALLorr. You had absolutely no knowledge of any discrep- 
ancy in those sums? 

Miss Horner. No: that is right 

Senator Atnorr. Until when? 
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Miss Horner. Until this hearing, until your investigators were in 
my Office. 

Senator Atuorr. Did you have knowledge that Saperstein was 
sending money to James ? 

Miss Horner. I did not, sir. 

Senator Atiorr. Did any of the checks sent by Mr. Saperstein to 
the international ever come to your attention or to your oflice 

Miss Horner. No, sir, not as far as the social security department 
is concerned. 

Senator Atxorr. Did it ever come to your office and to your know!- 
edge in any other capacity ¢ 

Miss Horner. No, sir. 

Senator AtLorr. Did you or anyone for you ever send an indorse- 
ment on any checks from Saperstein to the international union? 

Miss Horner. No, sir, not me, nor anyone for me, I would say. 

Senator Attorr. As I understand it, you say you retained also in 
addition to all these other sums that you have been paid out of this 
fund, you retained part of it In your office to pay death benefits? 

Miss Horner. That is right. 

Senator Atiorr. Did you have an agreement with the individual to 
that effect or the employers ? 

Miss Horner. The employers knew that we paid a death benefit. 
I imagine it was their understanding that we would have to have some- 
thing to pay it with. 

Senator Artorr. Do you have a written agreement to that effect 
or a trust agreement ‘ 

Miss Horner. We have a trust indenture that is signed by the 
employers. 

Senator Atiorr. Which provides that you shall retain part of this 
money to pay death benefits ? 

Miss Horner. There is a section in that trust indenture on the death 
benefits. 

Senator Atiorr. Will you point it out tome? Do you have a copy 
of it’ 

Miss Horner. No: I don’t, sir. 

Senator Atiorr. We will get that. 

In effect, then, you are carrying insurance upon the lives of your 
members ¢ 

Miss Horner. Yes; you could say that. 

Senator Antorr. Are you qualified and authorized to engage in 
the insurance business in the State of Indiana? 

Miss Horner. No, sir. 

Senator ALLorr. You are positive of that? 

Miss Horner. Yes, sir: we are not an insurance company. 

Senator Atiorr. Are you bonded ? 

Miss Horner. No, sir. 

Senator Atxorr. Is Mr. Byers bonded ? 

Miss Horner. Mr. Byers and Mr. Dooley are bonded. 

Senator Attorr. Both those two are bonded ? 

Miss Horner. That is right. 

Senator Attorr. To the soci: ul security department of the union? 

Miss Horner. I believe that is the way the bond reads. 

Senator Doveras. Is Mr. James bonded ? 
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Miss Horner. I wouldn’t know, sir, whether Mr. James is bonded. 
He had nothing to do with our board of trustees. 

Senator AtLorr. You say that the only contact you had with the 
Security Mutual was through Mr. Saperstein ¢ 

Miss Horner. That is right. My chief connection, shall we say. 

Senator Attorr. You said he was the only one. What connection 
did you have? 

Miss Horner. I don’t know that I used the word “only” Senator. 
That was my chief contact with them. 

Senator Atvorr. If that was the chief, you tell us what connec- 
tions you did have with the Security Mutual while you had insurance 
in effect with them. 

Miss Horner. I had two gentlemen, as brought out before, that 
came into my office shortly after I went to work. I had a gentlemen 
coming in and doing an audit. Occasionally I would have corre- 
spondence. I had contact with Mr. Wickes 

Senator Atxorr. Let’s just break it down. When did you have men 
coming in from Security Mutual and performing an audit on your 
books ¢ 

Miss Horner. In April 1954. 

Senator Atiorr. That was after all this had arisen, and it was 6 
months after you severed your relationship with them. 

Miss Horner. I also had contacts- 

Senator Atuorr. Wait a minute, Miss Horner. That audit that 
you talked about, and you are trying to make it appear was a contact 
with Security Mutual, was not until 6 months after you had ceased 
carrying any insurance with Security Mutual. Isn’t that right? 

Miss Horner. That is right. 

Senator Atvorr. Let’s get back. What other contacts did you have 
with Security Mutual while your insurance was in effect with them? 

Miss Horner. | had contact with Mr. Wickes at the board meet- 
ings. 

Senator Atxorr. All right. 

Now what board meetings was Mr. Wickes present at? 

Miss Horner. He was present at most of the board meetings, sir. 

Senator Atiorr. Most of them? 

Miss Horner. Yes; as I remember. 

Senator Atuorr. Do your board meeting minutes show his pres- 
ence? 

Miss Horner. That is right. They would show his—— 

Senator Attorr. Who has those? 

Miss Horner. You do. 

Senator Atxorr. All right, let’s check that. 

Did you ever discuss with Mr. Wickes the rates of insurance which 
were in effect ? 

Miss Horner. No; I do not recall ever discussing anything of 
that sort with him. 

Senator Atrorr. Did you ever have any correspondence with the 
Security Mutual? 

Miss Horner. Occasionally I would get a letter from them, yes. 

Senator Atiorr. About what? 

Miss Horner. Oh, gentlemen, you are asking me to pull out of 
thin air—I had very little correspondence with them. It would be 
routine matters. 
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Senator ALvorr. What would it be routine about 

Miss Horner. Perhaps 1t might be about insurance. At one time 
they were typing our insurance certificates. They would write me 
in regard to a record on someone, or they would acknowledge receipt 
of my cards that I sent to them. 

Senator AuLorr. What cards did you send to them ¢ 

Miss Horner. I sent them my record cards out of my file so they 
could type up the insurance certificates. 

Senator AtLorr. The record cards of individuals ¢ 

Miss Horner. That’s right, by locals, broken down by laundries. 

Senator Atiorr. And did each individual get a certificate ¢ 

Miss Horner. ‘They were supposed to get a certificate; yes. 

Senator Atvorr. How long did that go on that you gave them these 
record cards ¢ 

Miss Horner. I imagine that went on for some time, for a year 
or so probably. 

Senator ALLorr. Would you say over a period of a year 

Miss Horner. I would say a period of a year; yes. 

Senator AuLorr. Then Security Mutual had a record of every pol- 
icy and every life that was covered during that year that you are 
speaking about ¢ 

Miss Horner. That I cannot tell you. I don’t know what they 
took from 

Senator Autxorr. If you sent it to them, they had to have it; didn’t 
they ¢ 

Miss Horner. They had it; yes. But as far as retaining a record 
from that, I don’t know what they did. 

Sen: itor ALLorr. They had a record of it in their office at 
time, if you sent it to them. 

Miss Horner. That’s right. The card. They had 
let us say. 

Senator AtLorr. Getting back to the matter of premium, then, the 
only thing you had to go on as to the actual amount of premium was 
Saperstein’s record to you? 

Miss Horner. What do you mean by that, sir? You 
premium rate? 

Senator Atnorr. Yes; the premium rate. 

Miss Horner. That’s right. 

Senator Atiorr. Did you ever check any of those premium rates 
against the rates which were actually being charged by the company / 

Miss Horner. No. I sain that he obtained those from the 
company. 

Senator AuLorr. Do you know whether Mr. Byers ever checked on 
that ? 

Miss Horner. No; I doubt it. 

Senator Atiorr. And you now claim, as I understand i 


it, that you 
had no knowledge, at least until after the conclusion of your insurance 
carrying with the Security Mutual, you had no knowledge, No. 1, 
that Saperstein had not remitted the premiums for this 5 months’ 
period ¢ 

Miss Horner. I didn’t have it until your investigators were in my 
office. J 
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Senator Atiorr. And No. 2, you had no knowledge that he was 
making the deductions by lives by insuring a lesser number of lives, 
as has been demonstrated here? 

Miss Horner. That is right, sir. I didn’t know that until this in- 
vestigation here, I mean, the hearing. 

Senator Atuorr. You talk about setting up local funds, you said 
that Mr. Saperstein helped set up local funds. 

Miss Horner. Not fund, sir, the welfare plan. 

Senator Atvorr. Plans involve funds; don’t they / 

Miss Horner. Usually. It doesn’t necessarily mean he set up the 
funds, though. 

Senator Atxorr. Did Mr. Saperstein participate in the negotiation 
of these plans? 

Miss Horner. I understand that he did; yes. I would have no 
direct knowledge of that. 


Senator Atvorr. In other words, he not only acted as an agent for 


the social-security department, but he also went out, outside of this, 
and negotiated contracts for the unions? 

Miss Horner. He did not negotiate contracts 

Senator AtLorr. That is just what I asked you. 

Miss Horner. He helped with setting up the welfare plan. 

Senator Atxorr. Did he help in any of the nogotiations or par- 
ticipate in them ? 

Miss Horner. I couldn’t answer that, Senator. 

Senator ALLorr. What would he do in helping to set up plans? 

Miss Horner. I understand that he helped explain the benefits and 
helped explain the operation. 

Senator Atvorr. Do you know that he did? 

Miss Horner. I said I understand that he did. I have no actual 
knowledge. 

Senator AtLtorr. You made the statement a while ago that he was 
out helping set up these plans—those were the words you used, “setting 
up.” I want to know what personal knowledge you have of it your- 
self. 

Miss Horner. I know that he did go in, or it was my understanding 
he did go into some of the locals and help. This was part of his 
duties, 1 guess you would say. 

Senator Atyorr. Did Mr. Byers have a stamp that he used in the 
office there to stamp or indorse checks ? 

Miss Horner. I presume he does. Liké I say, as far as the social- 
security department is concerned, we have a stamp that we used. It 
says “Social Security Department, Laundry Workers International 
Union,” or something of that sort. 

His name doesn’t appear on the stamp. 

Senator ALLorr. Does any person initial the endorsement or is it 
otherwise identified except by a stamp? 

Miss Horner. You mean on my particular checks? 

Senator Atiorr. I am talking about the money that comes from the 
social-security department. 

Miss Horner. No. That is all deposited with a stamp, a stamped 
endorsement. 

Senator Atiorr. Just a stamped endorsement ? 

Miss Horner. That is right. 
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AND PENSION 


Senator Atvorr. Who is the custodian of that stamp ‘ 

Miss Horner. I am. 

Senator Atvotr. I would like to read into the record, Mr. Chairman, 
a part of what is called a trust en This one is between the 
Laundry Workers eos by E. C, James, and the Laundry 
Workers International Union, AFL, Sam J. Byers. I will ask you if 
your trust indenture that you spoke about a while ago contains this 
provision : 

Article 8, establishment of reserves for death benefits. Section 1. The social- 
security department shall, from the funds contributed by the contributing em- 
ployers as provided for in article 6 hereof, set aside and maintain a reserve for 
the payment of death benefits on the same basis as is required of a life-insurance 
company for similar benefits. 

Miss Horner. That sounds like it, Senator. 

Senator ALLorr. Would you like to check this ¢ 

Miss Horner. Yes, please, may I? 

That is right. 

Senator AtLorr. In other words, Miss Horner, your social-security 
department is collecting money from employers and insuring lives of 
workers for death benefits ¢ 

Miss Horner. That is right. 

Senator AtLtorr. Without complying with any of the laws of the 
State of Indiana ? 

Miss Horner. I wouldn’t know, Senator. I won't go so far as to 
say that. That isa legal point. It has nothing to do with 

Senator ALtLorr. Without any authority from the insurance com- 
missioner or the Insurance Department of the State of Indiana / 

Miss Horner. I still hesitate to answer that, because I am not quali- 
fied to answer that. 

Senator AtLorr. It seems to me you answer whatever you wish to, 
Miss Horner. 

Miss Horner. No, I don't. 

Senator Auxorr. As far as I know, your union, your social-secur ity 
department, never obtained authority, and you are located in Indiana / 
Miss. Horner. That is right. 

Senator Attorr. That is your main office / 

Miss Horner. That is right. 

Senator Atiorr. From the Insurance Department of the State of 
idiana to operate an insurance business / 

Miss Horner. That is right. 

Senator AtLorr. Have you ever obtained such authority, as far as 
you know, from any other State, and qualified in any other State, and 
filed qualifyi ing papers in Indiana ? 

Miss Horner. No, sir. 

Senator Atzorr. But you are operating an insurance business 
through the social-security fund ? 

Miss Horner. I would not say that we are operating an insurance 
business. 

Senator AtLorr. You are collecting money 

Miss Horner. For a death benefit. 

Senator At.orr. For a death benefit from employers, and paying 
ont death benefits, which is insurance, isn’t it ? 

Miss Horner. As I said—— 

Senator Atitorr. Under this agreement. 
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Miss Horner. That is right, under the agreement we are; yes. 

Senator Auvorr. In other words, an individual employes would 
have the right or his beneficiary would, to sue the fund in the event of 
death, assuming that he qualified ? 

Miss Hforner. | presume you are right. 

senator ALLorr. And you are carrying insurance on the life of that 
individual ? 

Miss Horner. That is right. 

Senator Doueias. Mr. Leece, do you have some more questions / 

Mr. Leece. I would like to direct your attention now, Miss Horner, 
to the welfare fund of local 46 in Chicago. 

As I understand it, that program operated locally in Chicago and 
was not a member of the national, and was not included within the 
national program until December of 1952. Is that right? 

Miss Horner. I believe you are talking about the hotel group. 

Mr. Lerce. That is right. 

Miss Horner. The larger——— 

Mr. Lerce. The hotel division. 

Miss Horner. Was effective October 1, 1950, I guess it was. 

Mr. Leece. But it didn’t come within your national program in 
Indianapolis until late in 1952 ¢ 

Miss Horner. No; we covered the larger group. The only group 
that came under our jurisdiction in December 1952 was the small hotel 
group that we have. 

Mr. Leece. In Chicago? 

Miss Horner. That’s right. The larger group was covered prior 
to that. 

Mr. Leece. The record will show, and does show, the trustees of 
that fund prior to December 1952 were E. C. James ‘and Mr. Sam J. 
Byers. The record also shows that pursuant to an agreement entered 
into between Mr. James and Mr. Byers on the one hand, and the 
Chicago Hotel Association on the other, by the terms of which this 
local program in Chicago was established, any dividend payments 
made by the carrier in connection with that local program would be 
turned over to the national fund at Indianapolis. 

The agreement also provided that any bank balance as of the time 
the local program was terminated and the local program became a 
part of the national program, any such bank balance would be turned 
over to the national program in Indianapolis. 

The record shows that in July 1953, following the admission of 
this local fund into the national program, Security Mutual paid to 
that fund a dividend amounting to $9,447.84. Do your records indi- 
cate that that check or the moneys resulting from that check were 
ever turned over to the social-security department ? 

Miss Horner. Was that a separate check, Mr. Leece, or was that 
included ¢ 

Mr. Leece. Yes. 

Miss Horner. No; I have no record of that. 

Mr. Lerce. The record also shows that in March of that year a bank 
balance of $17,089.10 which had been deposited to the credit of the 
local 46 fund in the Central National Bank of Chicago, was also 
withdrawn. Do you as the bookkeeper or the office manager of the 
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social-security department have any record that that money was 
received by the social-secur ity dep: irtment ¢ 

Miss Horner. No, sir. 

Mr. Leece. One last question: The record also shows that during 
the period 1951 to 1953, the Security Mutual Life Insurance Co. p: Lid 
to Mr. E. C. J: se as secretary-treasurer of the international union, 
monthly fees of $2,500 a month. During that period these fees 
totaled $85,000. 

Was any of that money ever turned over to the social security fund ¢ 

Miss Horner. No, sir, not to my knowledge. 

Mr. Leece. I have no further questions. 

Senator DouG.as. Senator Allott, do you have further questions? 

Senator Atvorr. I don’t think so. 

Thank you, sir. 

Senator Doue.as. That is all that I have. 

We will reconvene at 2 o'clock. 
be ready at 2 o’clock ¢ 

Mr. Van Riper. Yes, sir; you make me very happy, sir. I got the 
impression when you convened this morning, you said you were going 
to adjourn for the day at 12 o'clock. 

(Whereupon at 11 
at 2 p. m.) 


The session is adjourned. 
Mr. Van Riper, will your witness 


:55 a. m. the hearing was recessed, to reconvene 


AFTERNOON SESSION 


(The subcommittee reconvened : 
Douglas, chairman, presiding. ) 

Senator Doueias. The committee will come to order. 

The first witness this afternoon will be ae Louis B. Saperstein. 
Will you come forward, Mr. Saperstein? I understand that you are 
represented by Mr. Van Riper. Will you sit down, Mr. Saperstein ¢ 

Will you raise your right hand, Mr. Saperstein? Do you solemnly 
swear that the testimony which you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 


) p. m., Senator Paul H. 


FURTHER TESTIMONY OF LOUIS B. SAPERSTEIN, NEWARK, N. J. 


Mr. Saverstein. Ido. 

Mr. V AN River. Mr. Chairman, may I be heard briefly ? 

Senator Devanas. Yes, indeed. Mr. Van Riper, would you identify 
yourself for the record ¢ 

Mr. Van River. Yes, sir. My name is Walter D. Van Riper, mem- 
ber of the bar of New Jersey, practicing at Newark, N. J. I am sure 
the members of this committee are aware of the fact that for some 
months past, District Attorney Hogan of New York County has been 
conducting a grand jury investigation into certain phases of the very 
subject matter which has been under consideration by this committee 
for the last few days here. During the last 10 or 12 weeks, the district 
attorney's office in New York County has had the complete coopera- 
tion of Mr. Saperstein in that investigation. 
them all of the books and records and paper 
to the subject matter. 

He has conferred with the district attorney at length. He has tes- 
tified before the grand jury on, I'think, 8 or 10 occasions, and from 
the grand jury sessions which he has testified in, there have come 
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indictments—just how many in number I don’t know—but indictments 
involving at least three notorious characters which are charged in 
some manner with abusing or participating in the abuse of these 
insurance funds. 

Senator Doveias. Mr. Van Riper, may I interrupt ! 

Mr. Van Riper. Yes, sir. 

Senator Doueias. As 1 understand the New York case, it is pri- 
marily concentrated around the welfare fund of the Distillery Work- 
ers Union, rather than the Laundry Workers Union. 

Mr. Van River. | think that is probably so, sir. L say probably 
because my information is limited. 

Senator DouGias. Yes. ; 

Mr. Van River. Then I just wanted to conclude by saying, if the 
committee please, that the other day when I found Mr. Saperstein 
was being subpenaed here, 1 communicated by telephone with Mr. 
Scotti, the assistant district attorney, one of Mr. Hogan’s assistants, 
who has charge of this investigation. I told him about the subpena. 
1 asked him what effect, if any, it would have upon his case. 

Mr. Scotti said to me that the examination of Mr. Saperstein in 
private upon any subject matter which he testified to in New York 
would not be helpful to him, and the examination of Mr. Saperstein 
in public upon any subject would not be helpful to his case. 

Now, Mr. Chairman and members of the committee, of course, 
I have no interest in the New York case personally or professionally, 
except as we all might have as citizens. It is not my case, but I have, 
over a period of years, acquired great respect for the judgment of 
people who are charged with the responsibility of prosecuting a case 
and securing a conviction. 

My respect is heightened in a case where the suggestion is made or 
the observation is made by a member of the staff of such an efficient 
office as that of District Attorney Hogan in New York, and 1 was 
authorized by Mr. Scotti to say to the committee that which I have 
just now said to it, and for that reason, sir, while these indictments 
are pending, and until they have been disposed of, and I think in 
evidence of the value which Mr. Hogan’ s office attaches to Mr. Saper- 
stein’s testimony is the fact that he is here, as the committee now know S, 
under the physical protection of Mr. Hogan’ s office. 

For those reasons, I request that this witness be not subjected to 
examination prior to the trial of those indictments in New York. 

Senator Dovetas. Thank you, Mr. Van Riper. 

We will recess for a few minutes while we consider it. 

Mr. Van River. Thank you. 

(A short recess was taken.) 

Senator Doueias. The committee will reconvene. 

The committee has carefully considered the plea of counsel for Mr. 
Saperstein and has come to a unanimous opinion. The committee 
wants to point out that the New York case does not involve the 
Laundry Workers. 

It involves only the Distillery Workers. The committee has 
reached the decision that it will not question Mr. Saperstein about the 
Distillery Workers case, but that he is the absolutely crucial witness 
so far as the Laundry Workers case is concerned, and that is the sole 
matter before us at this time. 
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We have made only incidental references to the Distillery Workers 
case thus far, and the committee has reached the decision that it will 
not question the witness about the Distillery Workers case, but that 
it cannot abandon the opportunity of shedding more light on this 
case, 

Therefore, we will proceed, but there will be no questions asked 
about the Distillery Workers case, lest that prejudice proceedings in 
the New York court. 

Mr. Van Riper. Thank you very much for the consideration which 
the committee has given to the request, sir. 

Now, then, I would like to make this brief statement, if I may, in 
fairness to the committee, and may I say | appreciate the fairness 
which the committee has extended to us so far. 

I have sat here for the last 2 or 3 days, as you know, Mr. Chairman, 
listening to this testimony. No one could have listened to it without 
having been impressed by the fact that it reeks, in places, with 
evidence of incrimination. 

No one as a lawyer could sit here and listen to it and be at all alert 
in the discharge of his duty without advising his client that there are 
many instances here which, if they were testified to and admitted, 
might result in other action, and I think one would have to be blind 
to the ordinary and natural process of the prosecutorial and judicial 
processes which are in force and properly so in various States and in 
this country to think that this matter is going to end here, and to not 
think that it would find itself counterpart in other forum or forums 
in different parts of the country. 

Therefore, the witness has been advised, as I think he had to be, 
under the circumstances, that there is a constitutional right to protect 
his interest if, in his judgment, the questions which are asked him 
or any which are asked him are such as would incriminate him in 
another proceeding. 

He has been so advised, and I think that that is the answer that will 
meet several of the questions. [, personally, regret that fact. 1, 
personally, regret the fact that there are situ: tions which develop in 
tribunals of this Kind where witnesses have to avail themselves of 
their constitutional privileges, and I would like to _ to this commit 
tee with great respect that if it is availed-of, it will not be done 
contemptuously. 

It will not be done with disrespect. It will merely be done in the 
preservation of a right, which in this case is considered a necessary 
right. and I would like to have the record show that the answers to any 
questions which may be answered without objection does not mean that 
we are waiving any right which we may have to object to other 
questions. 

Thank you very much, Mr. Chairman, for your always kind 
consideration. 

Senator Doveias. The Chair would like to say that counsel has not 
violated any legal privilege in giving this advice to his client, but that 
is the constitutional right which it is proper for the witness to take 
I will not say “proper”—but which the witness is entitled to take, and 
the advice given by the attorney is legally proper. 

I do hope, however, that the witness will not take advantage of this 
constitutional right and that he will cooperate in bringing out the 
necessary facts which are crucial to an understanding of this case, and 
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{ want to emphasize this: It is crucial to future legislation which may 
be necessary to prevent such events from occurring in the future. 

Because this committee is moving with an e ye to legislation, it does 
not regard itself as a prosecuting body. It does not regard itself as a 
body to pass moral judgments upon individuals, but we believe that 
sufficient evidence has been de seo to indicate that some changes 
are needed in the handling of these funds. 

With these preliminaries over, I would also like to file for the 
record a doctor's statement signed by Dr. Harry A, Lowenstein testify- 
ing to the fact that Mr. Saperstein was ill on the 18th and 19th and 
was unable to come at that time, which clears that rec oe 

Mr. Van River. Thank you. Speaking personally, sir, 1 would like 
to associate myself with everything the chairman has noc with refer- 
ence tothe need for legislation. I think that it has been proven clearly 
here. 

(The document above referred to was marked “Exhibit 32.”) 


UXHIBIT 32 


Harry A, LOWENSTEIN, M. D., 


Newark, N. J., March 26, 1955. 
To Whom It May Concern: 


This is to certify that I treated Louis Saperstein at his home on March 18 and 
19. He had a virus infection with fever and cough and was confined to bed. 


Harry A. LOWENSTEIN. 

Senator Doveias. Would you give your name and address for the 
record ¢ 

Mr. Sapversrern. Louis B. Saperstein, 65 Spier Drive, South 
Orange, N. J. 

Senator Doveras. And you were formerly an insurance broker? 

Mr. SAPERSTEIN. Yes, sir. 

Senator Doveras. Mr. Leece, would you proceed / 

Mr. Leece. Yes. 

Mr. Chairman, I think at this point the record should show that 
Mr. Saperstein is here today pursuant to a subpena which was served 
upon him. This subpena was authorized by the committee, and I 
think the record should also show that Senators Douglas and Ives 
are sitting, and that under the rules of the committee, the presence 
of two members constitutes a quorum. 

Senator Dovetas. And that consent has been asked for and, I be- 
lieve, obtained for us to sit during the session of the Senate? 

Mr. Leecr. Yes, sir. 

Mr. Van Riper. I don’t want to be captious. Actually, we are here 
in response to your phone call, but I make no point of that on the 
record. 

Mr. Lerce. The subpena was served, as I understand it. 

Mr. Van Riper. Afterwards. I make no point of it. It would 
only be useful in case of the other situation. 

Mr. Leece. Are you here in response to a subpena ? 

Mr. Saverstern. I am, sir. 

Mr. Leece. And that subpena was served upon you by the United 
States marshal? 

Mr. Saperstein. Yes, sir. 

Mr. Leece. What is your present occupation, Mr. Saperstein ? 

Mr. Sarersrern. Presently, I am not doing anything. 
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Mr. Leece. What was your former occupation ¢ 

Mr. Sarersrern. Insurance broker. 

Mr. Leece. What was the name of the agency under which you did 
business ¢ 

Mr. Saprersrern. Harlew Agency of New Jersey; Harlew Agency 
of Illinois, Elby Agency, Dean Agency. 

Senator Doucias. How did you happen to call this agency the 
Harlew Agency ‘ 

Mr. Sarersrern. I was formerly associated with a fellow by the 
nume of Harry Epstein, and that is where the first names of Harry 
and Lou became Harlew. 

Mr. Lerce. When did you first establish an insurance agency as 
such 4 

Mr. Saversrern. Do you mean when I went in the insurance busi 
ness ¢ 

Mr. Lerce. Yes. 

Mr. Saperstein. I have been an insurance broker, I believe, to the 
best of my recollection, since about 1928 or 1929. 

Mr. Leece. Let me ask you this: When was the Harlew Agency 
organized ¢ 

Mr. Sapverstein. To my best recollection, I believe it may have been 
about 1949, or 1950. 

Senator Ives. Are you licensed in the State of New York ?/ 

Mr. Saversrern. I was licensed in the State of New York. 

Senator Ives. Are you now? 

Mr. Saperstein. No, sir. 

Mr. Lesce. With whom were you associated at the time that you 
established the Harlew Agency in Newark ? 

Mr. Saversrein. Harry D. Epstein, Joseph Stacher, myself and an 
interest was also had by a man by the name of Milton Gellman. 

Mr. Leece. At what was that company capitalized? At what 
figure ? 

Mr. Saperstein. I would be guessing, and I don’t remember the 
amount of capitalization in that. 

Mr. Leece. Did you invest anything in the company at that time / 

Mr. Sarersrein. If there was investment, it was very nominal. 

Mr. Leece. Very nomin: me ? 

Mr. Sarersrern. Yes, sir. 

Mr. Lerece. Was stock cated d 

Mr. Sarersretn. Originally, yes, stock was issued, yes. 

Mr. Lerce. To whom? 

Mr. Saperstern. Originally, it was issued to Harry D. Epstein and 
myself. We were the major stockholders, and later on we sold, | 
think, 75 percent. Then Joseph Stacher came in and retained 
percent of the business. 

Mr. Leecr. Was stock issued to Mr. Stacher ? 

Mr. Sarersrern. Yes, sir. 

Mr. Leece. Who is Mr. Stacher? Let me ask you this: Had he 
been in the insurance business prior to that time / 

Mr. Saperstein. No, sir. 

Mr. Leece. What purpose did he serve with the corporation 4 

Mr. Sarerstetn. The purpose he served was the fact that he knew 
a lot of people from whom I could get insurance business. 
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Mr. Lerce. Well, what people did he know? I assume from your 
answer that these people that he knew were people who could con- 
tribute to the business of this agency; is that right? 

Did he, in fact, through these people that he knew, serve the best 
interests of the agency in terms of business / 

Mr. Saperstein. May I confer with my counsel ? 

Mr. Lexce. Yes, certainly. 

Mr. Saperstein. He did, sir. 

Mr. Leece. In what way, Mr. $ ees 

Mr. Van Riper. Mr. Chairman, I don’t want to interrupt, and I 
certainly don’t want to be coaching the : itness, but as the chairman 
just saw, the witness conferred w ithme. I advised him to answer this 
question yes or no. 

The answer to the question which is now propounded is not an in- 
criminating answer, but it does go into the New York situation, which 
has alr ady been testified to in New York. 

Mr. Lrece. May I say this, Mr. Chairman?’ Speaking for myself, 
I would not wish Mr. Saperstein to discuss his association with Mr. 
Stacher as it related to the distillery workers case, and I would re- 
phrase my question. 

Mr. Van River. Thank you, sir. 

Mr. Lerce. Did Mr. Stacher assist you in any way in procuring the 
insurance business for the Laundry Workers welfare fund, eithe r 
directly or indirectly ? 

Mr. Van River. You can answer that question yes or no. 

Mr. Saperstein. Well, it could be—indirectly would be the answer, 
sir. 

Mr. Leece. Will you explain to the committee how he did assist you, 
even though indirectly, in procuring this business ? 

Mr. Sarerstern. Well, by answering that, Mr. Leece, that wil 
bring in the situation in New York, and I would like to—it is tied up 
in that New York thing. 

Mr. Leece. Did Mr. Stacher introduce you to anybody, any officers, 
officials, of the Laundry Workers International Union or anybody 
else who had anything to do with placing the insurance for the laun- 
dry workers welfare fund? 

Mr. Sarersretn. Definitely no. 

Mr. Lerece. He did not? 

Mr. Saperstern. Not to my mind; no, sir. 

Mr. Leecr. Can you explain to the committee, then, how he indi- 
rectly assisted you ‘without involving the distillery workers case? 

Mr. Sarerstein. Well, the way the introduction came was through 
someone else who then introduced me to the laundry workers. That 
is what I mean. 

Mr. Lerce. Your introduction—Mr. Stacher introduced you to a 
third party ? 

Mr. Sarerstern. No; I didn’t mean that. The introduction came 
to another account, and the official of the other account, of another 
labor organization, then introduced me to the laundry ‘workers ac- 
count. That is—I am thinking that is what you mean by indirectly. 

Mr. Lercr. Yes. I am trying to develop the part that Mr. Stacher 
played in introducing you to the laundry workers business. 

Mr. Sarerstern. There was no direct introduction, sir. 
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Mr. Leece. It was through this third party that you speak of? 

Mr. Sarerstern. Yes, sir. 

Senator Doverias. Does that third party involve the distillery 
workers case ¢ 

Mr. Saperstein. Yes, sir. 

Mr. Leece. As I understand it, Mr. Saperstein, Mr. Stacher is no 
longer assoc iated with the Harlew Agency. 

Mr. Sarerstrern. He is not, sir. 

Mr. Leece. And has not been for several years ? 

Mr. Saperstern. That is correct, sir. 

Mr. Leece. What arrangements were made with Mr. Stacher at 
the time that he terminated the association ¢ 

Mr. Sarerstetn. Mr. Stacher’s interest was purchased for the sum 
of $240,000. I believe this was sometime either in 1950 or 1951, when 
his interest was purchased for the amount of $240,000. 

Mr. Leece. That interest was purchased by you and Mr. Epstein, 
was it? 

Mr. Saprersretn. No. Mr. Epstein’s was purchased at the same 
time. He was also bought out. 

Mr. Lerce. I think you testified previously that you could not re- 
call what the initial capital investment in the agency was, except that 
it was a nominal thing. 

Mr. Saperstein. It was a nominal thing—— 

Senator Ives. I wonder if you would speak a little louder. The 
press can’t hear, and I can’t hear him. 

Mr. Saperstein. I will speak louder. 

Mr. Leece. Do you want me to repeat ? 

Mr. Saperstein. Yes. 

Mr. Lrece. I was saying, Mr. Saperstein, that I thought your 
previous testimony was that your present recollection is that there had 
been no considerable capital investment in the agency when it was 
established in 1949, I think you said. 

Mr. Saverstern. I doubt whether—I mean, just a nominal amount. 

Mr. Lerce. It was a nominal amount ? 

Mr. Saperstein, Yes, sir. 

Mr. Leece. How do you explain the fact that Mr. Stacher’s interest 
was worth some $200,000 and some odd at the time he relinquished 
his interest in 1951? 

Mr. Saperstein. Well, the value of the business, with the assets at 
that time, was figured on a total basis of $320,000. He, having 75 
percent—can you hear me, Senator Ives? 

Senator Ives. I want to make sure the press hears you. They are 
straining their ears like fury, and I don’t think they are getting all 
of it. 

Mr. Sapersrern. The value of the business was put at $320,000. 
Mr. Stacher, having 75 percent of it, his value then was placed 
8240,000. 

Mr. Lerece. But he had invested nothing originally for the 75 per- 
cent, if I understand you properly, or if he had, it was a nominal 
amount. 

Mr. Saperstein. I believe it was—if there was any investment, it 
was nominal. 

Mr. Lrece. What would this $240,000 reflect ? 
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Mr. Van River. Excuse me. You let your voice drop. Keep it up. 

Mr. Lerce. What would this $240,000 represent in terms of Mr. 
Stacher, his contribution to the business ¢ 

Mr. Saperstein. This $240,000 represented the purchase price of 
buying out his 75 percent. 

Mr. Lerce. In 1949 what was the value of your group business 
through this agency ¢ 

Mr. Sarerstern. I don’t know what it is of record, Mr. Leece. 

Mr. Lerece. You had just established the corporation at that time? 

Mr. Sarersrern. About that, yes. We were in the general insurance 
business at that time. 

Mr. Leece. But did you have any considerable volume of the union- 
type business, the union-group business of the type we are discussing 
at the moment ¢ 

Mr. Sarerstern. I would be guessing as to the amount. 
be guessing. I don’t know. I think we had the distillery 
case on the books. 

Mr. Lrxce. Before Mr. Stacher became associated with you? 

Mr. Saperstein. It was while he was associated. 

Mr. Lerce. While he was associated with you? 

Mr. Saperstein. Yes. 

Mr. Leece. Well, then, it was after he became associated with you. 
Is it after he became associated with you that you got the distillery 
workers case ¢ 

Mr. Sarerstern. Yes. 

Mr. Leece. The same thing applies to the laundry workers case? 

Mr. Saverstern. The laundry workers case came in later, ves 

Mr. Lercr. Were those the two biggest group cases you had in that 
agency ¢ 

Mr. SAPersTein. Yes, sir. 

Mr. Leece. In terms of premium volume, what did those two cases 
represent to the agency? Not in dollars, but let us say in percentage 
of your entire business? 

Mr. Saperstein. I don’t know what percentage, but it was about 
the greatest part of our business. 

Mr. Lerce. Those two cases # 

Mr. Saperstein. Yes. 

Mr. Leece. Were you associated with any other corporations or 
insurance agencies in Newark at that time, or since 1949? 
put it that way. Other than the Harlew Agency ? 

Mr. Sarverstern. I don’t believe I was, sir. 

Mr. Lrrece. There has been testimony heretofore that you were 
associated with probably half a dozen different companies; the Rich- 
lew Agency, for instance, the Dean Agency. 

Mr. Saversrern. I did mention the Dean. I mentioned the Elby, 
and then there was a Harlew of California. 

Mr. Leece. And Harlew of Illinois 4 

Mr. Sarersrern. Yes. I mentioned those. 

Mr. Leece. For what purposes were those companies established ? 

Mr. Sarerstern. I believe for tax purposes. 

Mr. Leece. And did you handle specific union group cases through 
each of those different companies? 

Mr. Saperstein. I don’t know how to answer that, but it wasn’t a 
question of—when the corporation was formed, cases went into that 
particular corporation. 
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Senator Ives. A little louder, again, please. 
Mr. Sarersteixn. When that corporation was formed, whatever 


causes came in, we put them in those corporations, 


Mr. Leece. The prime purpose was tax, is that it! 


Mr. Saprersrein. | believe that was it. 

Mr. Leece When did you first enter into an agency agreement or 
contract with Security Mutual, Mr. Saperstein? 

Mr. Sapersrein. To my best recollection, it may have been 1950 or 
1949. 

Mr. Leece. You had had previous dealings with Security Mutual, 
had you not, before 1949 ¢ 

Mr. Saversrern. I don’t remember if I did. 

Mr. Leece. Do you recall writing an insurance program with Secu- 
rity Mutual covering the jewelry workers 

Mr. Saverstrin. Yes, sir. 

Mr. Leecr. When was that? 

Mr. Sarersrein. That may have been in 1949. 

Mr. Leecr. With whom were you associated on that case? 

Mr. Saperste1n. I think there was a broker by the name of William 
C. Eitelberg. 

Mr. Leece. Who is he? 

Mr. Sarersretn. A broker in New York. 

Mr. Leece. Was he related to anybody in the international union? 

Mr. Sarersrern. Of the jewelry workers ? 

Mr. Lerce. Yes. 

Mr. Saperstein. | think he was a brother-in-law of the secretary- 
treasurer or some officer in the jewelry workers union. 

Mr. Leece. What was your arrangement with Security Mutual on 
that case in terms of commissions, service fees, et cetera ? 

Mr. Saverstern. I believe it was—I think I got 5 percent, and 
Kitelberg got 5 percent. 

Mr. Lercr. Thereafter, you wrote a program for the distillery 
workers through Security Mutual ? 

Mr. Sarversrein. Yes, sir. 

Mr. Leece. When did you first learn of the fact that the Laundry 
Workers International were contemplating a national welfare pro- 
gram for their membership ? 

Mr. Saversrein. I believe sometime in 1949. I am not sure of the 
year, 

Mr. Leece. Will you tell the committee briefly what the circum- 
stances were under which you were first introduced to that progr: ayn ¢ 

Mr. Saversvern. Through this contact I understood that they were 
looking for a welfare plan. 

Mr. Leece. This is the contact that you can’t identify without 
prejudicing your position in connection with the other case? Is that 
the idea ? 

Mr. Saverstein. That is right, sir. 

Mr. Leece. But it was a representative of another labor union. 

Mr. Sarersrern. That is right. 

Mr. Lerce. What did you do following that initial contact ? 

Whom did you consult with ? 

Mr. Saverstern. I believe that Mr. Epstein and I—TI believe Ep- 
stein was with me—we went down to contact—I think it was in San 
Francisco—we contacted Mr. Byers and Mr. Dooley. 
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Mr. Lerece. Anybody else? 

Mr. Sarersretn. I don’t remember at this time. 

Mr. Leece. Will you tell us generally what transpired at that 
meeting ? 

Mr. Sarerstern. Well, they had been receiving bids, oh, for—I don’t 
know the amount of insurance companies that submitted bids for 
the coverage, and I discussed it with either Mr. Dooley or Mr. Byers. 

I went over the plan that they were seeking, and I left there, I 
believe, and went back to the Security Mutual. 

Mr. Epstein and I went back to the Security Mutual to discuss it 
with Mr. Wickes. We went over the plan, and I believe to the best 
of my recollection they didn’t want to take it because of coverage in 
California. 

They then took the plan which was the lowest bid of the figures 
that were given, that were lower than any other insurance company 
that had bid. 

Mr. Lerce. At this time, you first met with these people in San Fran- 
cisco. At that time, did they have anything resembling a bid or 
plan from any other insurance company ¢ 

Mr. Sarersrern. Yes. I so stated before, Mr. Leece. They had 
quite a few bids. There were offers from various compatues shebioh, 
out the country. 

Mr. Leece. What do you mean by bid or offer ? 

Mr. Sarersrein. Well, what is meant by a bid or offer: Where an 
insurance company submits a bid on proposed benefits, what the cost 
is, for example, to hospitalization, weekly indemnity, medical pay- 
ments, and in this case for the preponderance of the colored elements 
involved in this international union, many companies—I mean the 
fact was that the bids of many companies were high because of the 
aspects of the large percentage of colored, or female exposure, what 
they call it. 

Mr. Lrrcr. These bids you are speaking about from these various 

arriers, had they been submitted in response to a formal solicitation 
be these people? 

Mr. Sarersrern. I don’t know anything about that, because I didn’t 
get into the question of bidding. I just knew the bids were made. I 
know there was a list made up of a great many companies that had 
submitted— 

Mr. Lexce. Of what validity would those bids be? You are an in- 
surance man. Of what validity would those bids be unless they were 
in@esponse to something r esembling a formal solicitation ? 

Mr. Sapersrern. Well, for an insurance company to submit a bid 


or a proposal, somebody must request that proposal from the insur- 
ance carrier. 


Mr. Lerce. But you didn’t do it? 

Mr. Sarerstern. No. I had nothing to do with the previous bids 
whatsoever. 

Mr. Lerce. Well, did these gentlemen indicate to you or make avail- 
able to you the plan that they had submitted to the carriers and 
in response to which and on the basis of which they were soliciting 
bids? 

Mr. Saperstern. Well, Mr. Leece, you have got to understand this: 
In order to obtain a bid or a proposal from a carrier, you must sub- 
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mit to the carrier, or you must find out what the proposal should or 
would require. 

Mr. Leece. Was that done in this case ! 

Mr. Sarersrern. Yes. We had to get what the coverage would be 
or they expected, so they could establish a premium. 

Mr. Leece. Did you do that ? 

Mr. Sarersrery. On the previous, or with Security Mutual ? 

Mr. Lerce. Let me say as far as the previous carriers. 

Mr. Sarerstern. I stated before, Mr. Leece, I had nothing to do 
with the previous proposals. 

Mr. Lerce. To your knowledge, had they retained an insurance 
agent or consult ant before your first meeting with them ? 

“Mr. Saperstern. I wouldn’t know that. I would be guessing. | 
don’t know. 

Mr. Leece. Did you solicit a bid from Security Mutual ¢ 

Mr. Sarersrern. Yes. I was up to Binghamton, N. Y., and I took 
this proposal up with Mr. Wickes. Mr. Wickes submitted it to what 
they called their committee which—I don’t know what the name they 
had for it—but it was discussed with that committee. 

Mr. Leece. The underwriting committee ¢ 

Mr. Sarversrern. That is correct, sir. They discused it with their 
underwriting committee. 

Mr. Lerce. Now, did you make any efforts at that time to make any 
arrangements as far as you, person: ally, were concerned in this business 
in terms of commissions, service fees? 

Mr. Saperstein. Well, I think my commission rate was established 
when the laundry workers—when the jewelry workers—when that 
case was gotten, it was on a 10 percent basis. 

Mr. Leecr. When you say 10 percent, as you know, group com 
missions are usually paid on the decremental scale with most carriers. 
The higher percentage being paid the first year, and the lower per 
centage for each of 9 years thereafter. 

Is this 10 percent that you are speaking of to apply to the first year 
and each of the 9 years thereafter ? 

Mr. Sarersretn. -What you are talking about, Mr. Leece, is life insur- 
ance, where an assured places an individual life, let us s: Ly, a $100,000 
policy y and the premium is $10,000. 

The agent makes the total $10,000 commission, whatever the pre- 
mium is, because he gets, I think, 55 percent for the first year’s commis- 
sion, and nine fives, “which is a total of—that doesn’t cover the group 
angle of it. 

Mr. Lexce. Don’t they use the same system, though, with group 
business ¢ 

Mr. Saperstern. There are in many companies that use a standard 
scale or commission, but at that time, I think the group business was in 
its infancy, and there weren’t rates that were established, because a 
good many companies were paying 10 percent. Many of them were 
paying 5 percent for administration—it wasn’t an established thing 
and there was nothing—there was no law on commission. 

Senator Doucias. What were these other companies that were pay- 
ing 10 percent ? j 

Mr. Sarerstern. Union Casualty of New York paid 10 percent. I 
think the Continental Chicago may have paid 10 percent. Pacific 
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Mutual of California paid 10 percent. Those are the ones that come to 
my mind. 

Senator Dovgias. This 10 percent would be a flat sum for the entire 
amount of the premiums? 

Mr. Sarersrein. That is right, sir. 

Senator Dovucias. There would be no decrease on additional incre- 
ments of business? 

Mr. Saperstern. No. 

Senator Doveias. Ten percent would be for the renewal years, as 
well as for the first year ? 

Mr. Saperstein. Yes, sir. 

Senator Doveras. And that was true of all these companies ? 

Mr. Saperstein. Yes, sir. 

Senator Doveias. Any other companies that you know of that were 
pi aying 1 10 percent, flat 10 percent rates ? 

Mr. Sapersrern. I can’t think of any now, but I know there were 
other companies. 

Senator Doveras. There were other companies ? 

Mr. Sarersrern. Yes, sir. There were other companies paying 10 
percent. 

Senator Doveras. I wonder when you have had a chance to refresh 
your memory if you could give the names of those ¢ 

Mr. Van River. If we have them, I will be glad to furnish them 

Mr. Saperstern. When I get them, I will gladly give them to you, sir. 

Mr. Lercr. Did you make any demands on Security Mutual at that 
time, Mr. Saperstein, in so far as your commission rate was ¢ oncerned, 
and service fees? 

Mr. Saperstein. No, sir. Let me explain something on this service 
fee. I mean, I have heard while I was here about that 101% percent. 
The commission was 10 percent, not the service fee, because you must 
remember where the premium was, let us say, $1, they permitted the 
assured to deduct 5 percent for administration; where the net was 
95 cents paid to the company, I received commission on the full dollar. 

It didn’t amount to 1014. It was 10 percent of the 95 cents, which is 
914, and the other half cent made up that 10 percent of the total. It 
wasn’t 1014 

Mr. Leecr. Oh, I see. 

Senator Doveras. You mean, it was 10 percent on the full dollar 
and 10.52 on the 95 cents? 

Mr. Sarerstern. That is correct, sir, which would equal about 10 
percent. 

Senator Doveras. Then, in addition, there was a three-quarters of 
1 percent commission paid to the man selected as the general agent? 

Mr. Sarerstetn. That is correct, sir. 

Senator Doveias. Who was he in the laundry workers case? 

Mr. Sarerstern. Well, that was Henry Levine in New York, who 
was general agent for the Security Mutual. 

Senator Dovetas. Did Mr. Levine do anything in connection with 
getting the business for Security Mutual ? 

Mr. Sarerstrein. Not to my knowledge, sir. 

Senator Doveras. He was just paid the 3, , of 1 percent ? 

Mr. Sarerstern. That is right. 

Senator Doveras. Is this a general insurance practice? 
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Mr. Sapersrern. All general agents always get an override on 
whatever business an agent writes. 

Senator Dovenas. Even though they, themselves, take no part‘ 

Mr. Sarverstern. They do nothing but they get an override on any 
business that comes in through that general agency. 

Mr. Leece. Mr. Byers—I am reading from the minutes of the board 
of trustees, a meeting of October 5 and 6, 1953. Mr. Byers, chairmal 
of the board of trustees of the social security department is speaking: 

Byers reminded the trustees that Saperstein had the contract with the group 
insurance and that he could put it with any company he might want to, Supe! 
stein affirmed this, but contended that while he is an insurance broker, he has 
never exercised his right as far as placing the contract was concerned, This 
he always left up to the board of trustees. 

I would like to have you comment on that. Was that a true state 
ment by Mr. Byers? Did you feel that you controlled this business ‘ 

Mr. Sarversretn. I did not control the business. 

Mr. Lerece. What proposal did you make to Security Mutual at 
the time you solicited their interest in this program ¢ 

Mr. Saverstein. Well, let me try to explain it this way 

Mr. Leece. Will you answer the question, first, Mr. Saperstein, and 
then you can explain it? 

Mr. Sarerstrrein. Will you repeat that question again / 

Mr. Leece. What proposal did you make to officials of Security 
Mutual at the time you attempted to solicit their interest in under 
writing this business, namely, that of the Laundry Workers Interna 
ional Union, and by “proposal,” I am speaking about your interest 
in the case ? 

Mr. Sarrerstern. My interest in the case—— 

Mr. Lerce. As an agent. 

Mr. Saperstein. My interest in the case was that of a broker, and 
agent of Security Mutual. 

Mr. Lrece. And what was your compensation to be or what did 
your proposal contemplate in terms of compensation to you? 

Mr. Saperstein. Ten percent. 

Mr. Leece. Is that all, Mr. Saperstein ? 

Mr. SaversteIn. That is all I can remember. Nothing else. 

Mr. Lerece. Was any mention made of a 5 percent deduction of 
premium to the social security department ¢ 

Mr. Saperstern. I believe that was taken up at that time, too, 
because the premium 

Mr. Lerce. At whose suggestion $ 

Mr. Saperstern. Well, in another case. they were paying the 5 per- 
cent, and there was no difference in this case for the 5 percent, because 
Security Mutual did not have offices in any part—to my knowledge, 
didn’t have offices in any part of the country, and in order to service 
an account as large as this one, they had to have the people in the 
labor circles, that is, the welfare workers, do most of the work, and 
most of the work consisted of claims, getting doctor bills. 

In other words, when they got a claim, one that we call clean and all, 
all they did was practically pay the claim. 





: F Now, for example, in a 
union employee, for him to check on a claim report where a member 
of the union says he was out sick, let us say an X amount of days, it 
would be pretty difficult for a claim adjuster to go into the employer's 
place of business and obtain the information in a correct way. 
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These welfare ne oma 8 had access to the employer's place 
and they could get accurate information, and all that was done before 
the claim went back to Secur ity or to whatever company it was. They 
receive what we call a clean ‘claim. The accident claim blank was 
fully completed with the employer's statement, with the doctor’s state- 
ment, the hospital’s statement, with the bills, and all the insurance 
company did was act as a fiduciary agent in paying the claims. 

Mr. Lercr. Now, had this 5 percent arrangement been discussed by 
you with the representatives of the social security department at this 
San Francisco meeting that you spoke of earlier / 

Mr. Saperstein. I believe it may have been originated there; yes, 
sir. 

Mr. Lerce. Did you originate the suggestion, or did it come from 
the union representative ? 

Mr. Sarersrern. Well, I don’t know who suggested it, because 
going back to another case, they had known about another 5 percent 
and it was nothing unusual for any insurance company to pay ad- 
ministration fees. 

Mr. Leece. It was very unusual, though, for an insurance company 
to pay 5 percent for administration. 

Mr. Saperstein. Oh, no. Other companies paid administration 
fees—I don’t know what the amounts are. 

Mr. Lercre. You mentioned, now, there was another case where 
Security Mutual was paying it. Was that a case where you were 
acting as broker ? 

Mr. Saperstein. Yes, sir. Security paid it, on all cases they paid 
5 percent for administration. 

Mr. Leece. I assume that Security would not gratuitously make this 
offer. I am trying to determine at whose suggestion or who sug- 
gested the 5 percent of premium as a service fee. 

Mr. Saperstein. It might have been my suggestion. 

Mr. Leece. To the trustees ? 

Mr. Sarersrern. Yes, because most companies, I believe, at that 
time—when I say “most companies,” I would like to stand corrected. 
A good amount of companies were paying administration fees on all 
labor cases. It was nothing unusual for an insurance carrier to pay 
administration fees. 

Mr. Lerce. So would it be fair to say that the proposal you made 
to Security Mutual was 10 percent commission to you—— 

Mr. Saperstern. And 5 percent administration. 

Mr. Lerce. And 5 percent administration / 

Mr. SaperstEIn. Yes, sir. 

Mr. Leece. Now, were those conditions set up as a condition prece- 
dent to Security Mutual’s obtaining the business ? 

Mr. Van River. Would you amplify the meaning of that, please? 

Mr. Leece. Well, when you made the proposal to “Secur ity Mutual, 
was it put in such a way that if Security Mutual did not agree to the 
proposal, namely, 10 percent commission the first year and each year 
thereafter, plus 5 percent to the social security department, that they 
would not get the business ? 

M. Sarverstern. I don’t believe there were any conditions like that. 

Mr. Leecr. Did you threaten to take it to any other carrier if they 
didn’t accept the proposal, namely, Washington National Life? 
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Mr. Saperstern. No. The name of Washington National Life 
when I was here the other day I stated, Mr. Leece, that the Security 
Mutual, I think, at their underwriting meeting, had stated that they 
could not take the case, and it had to be submitted to other companies. 

It wasn’t a question of Washington National or using one company 
against the other. I believe we were doing business with Washington 
National, and I think Mr. Epstein was the agent for Washington 
National at that time, and it wasn’t a question of where we had that 
company, so it wasn’t a question of threat, because if the Security 
Mutual had taken a stand that they couldn't handle the business 
because of some legality, we try to place it with other companies. It 
wasn’t a question of a threat. 

Senator Doveras. Did Washington National pay 10 percent é 

Mr. Sarerstern. I don’t know whether they paid 10 percent or not, 
but the cases that Washington National got—you see, on a graduated 
scale, Mr. Senator, let me try to explain it—on a graduated scale of 20 
percent graded down, over a 3-year period, it amounts to about eight- 
and-some-odd percent commission, on a small case, and the case that 
we gave the Washington National, I think, over the period, over a 
3-year period, would amount to 8 percent, excepting they never had 
anv large cases from our office. 

So that didn’t enter the picture. 

Mr. Leece. Who were you dealing with at this point? 

Mr. Sarerstern. With Security ? 

Mr. Leece. Yes? 

Mr. Saperstern. I believe my contact was with Mr. Wickes, who 
was then vice president in charge of underwriting. 

Mr. Leece. Were all your contacts with Mr. Wickes? 

Mr. Sarerstetn. Most of my discussions were with Mr. Wickes; yes, 
sir. Of course, then he called in his underwriting committee, and then 
later on I met the man that was in the underwriting department by 
the name of Mr. Best, who was here the other day. 

Mr. Leece. And you recall meeting with them, at which time you 
made the proposal that you have just mentioned, namely, 10 percent ? 

Mr. Sapersrern. I don’t know whether—well, let me say this: There 
wasn’t a question of 10 percent or 5 percent at that time. I don’t think 
there had any need to be, because when I wrote the first case, it was a 
set scale of 10 percent and 5, and there were no further discussions of 
any case that ever came in after that, and they had numerous cases 
from our office. 

Mr. Leece. Isn’t it true that they turned down your initial proposal, 
Mr. Saperstein ? 

Mr. Sarerstern. I believe it was turned down, because the initial 
contract for the laundry workers was in San Francisco, and they 
weren’t licensed to do business out there. 

Mr. Leece. But didn’t you tell them at that time that if they 
didn’t feel free to handle it, that you were going to take it to Wash- 
ington National Life Insurance Co. ? 

Mr. Saverstetn. I don’t believe 

Mr. Lerece. Well, the record would show that that is the truth. 

Mr. Saperstern. I am not denying it, but I doubt—there was no 
issue like that at all. 

Mr. Lrece. At some subsequent date, did you make any effort to 
effect an arrangement between Security Mutual and the Laundry 
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Workers International Union, not the social security department, but 
the Laundry Workers International Union under the terms of which 
the union would be paid a monthly fee for so-called administrative 
services ? 

Mr. Sapersrern. May I confer with counsel ? 

Mr. Leece. Yes, certainly. 

Mr. Van River. I wonder if I could have the question read? 

Mr. Leece. Yes. 

(The question was read by the reporter.) 

Mr. Saperstein. Yes, I did talk with Mr. Wickes about that—you 
are speaking about $2,500 a month ? 

Mr. Lerce. Yes. 

Mr. Sarerstern. Yes, I did. 

Mr. Leece. Whom did you discuss that with ? 

Mr. Sarerstern. Mr. Wickes. 

Mr. Leece. Did that idea originate with you or with somebody 
else, Mr. Saperstein ? 

Mr. Saperstein. Well, there was another assured that was getting 
$2,500 a month from the Security Mutual. 

Mr. Lerce. No; but I am speaking about the laundry workers, now, 
not the other case. 

Mr. Sarerstern. I am speaking about laundry workers, now. I 
just stated that the other assured was getting $2,500 a month, and 
this was the same arrangement. 

Senator Dovanas. Is that this mysterious other case in New York 
to which we do not refer? 

Mr. SapersTern. Yes, sir. 

Senator Dovetas. In other words, this other case set the pattern ? 

Mr. Saprerstetn. That is correct. 

Senator Doveras. And the laundry workers conformed to it? 

Mr. Saprerstern. That is correct, sir. 

Senator Doucias. Both on the amount of the commission and on 
the $2,500 extra monthly payment? 

Mr. SAPERSTEIN. Yes, sir. 

Senator Doveras. And on the 5-percent allowance for administra- 
tive work to be paid to specifically designated individuals? 

Mr. cee are Yes, sir. 

Mr. Lrece. I don’t know whether I have had an answer to my 
specific question or not. In the laundry workers case, where this 
$2,500 a month was concerned, was that idea originally yours or did 
the suggestion come from somebody in the Laundry Workers Inter- 
national Union? 

Mr. Sarerste1n. I can’t answer that. I wouldn’t know how to 
answer that, because the laundry workers union, I believe, had know]- 
edge of the other $2,500, and I don’t know where the suggestion would 
come from, sir. 

Mr. Lercr. I have a copy of a letter dated July 17, 1951, to the 
Security Mutual Life Insurance Co., signed FE. C. James, acting 
secretary-treasurer, Laundry Workers International Union. 

With your permission, Mr. Chairman, I would like to read the letter. 
Senator Dovatas. Yes. 

Mr. Leece (reading) : 
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Secugiry Murua Lire INSURANCE Co., 
Binghamton, N.Y. 

GENTLEMEN: Mr. Louis Saperstein has informed me of the conference he 
had with Mr. McKinney and Mr. Wickes on July 10, 1951, at your office in 
Binghamton, N. Y. 

I wish to confirm Mr. Saperstein’s statements that the Laundry Workers In- 
ternational Unicn bas spent and is continuing to spend large amounts of money 
in promoting and serviciug group insurance policies issued by your company 
to the social security department of the Laundry Workers International Union. 

I further wish to inform you that this international maintains offices in 
Indianapolis, Chicago, Los Angeles, San Francisco, and many other cities in the 
United States. Field work is carried on through whole-time union officials and 
employees in these various oflices as well as employees of local unions through 
the country. 

Due to the widespread nature of the union’s activities, stretching as they 
do throughout the United States, it is necessary that a good deal of traveling 
be performed by our employees as meetings and conferences are continually 
being held in all parts of the country. 

In most instances, almost the entire time of employees of the international 
is spent in servicing and promoting the group insurance plan. If we are to 
continue such servicing and promoting in a manner which we feel is impossible 
for any life-insurance company to undertake, we must be reimbursed 
commensurate with our expenses in this connection. 

Under most circumstances, we believe that it is the function of the insurance 
company to perform many of the duties that are carried out by the employees 
of the internutional union as mentioned above. 

I am enclosing herewith copies of certified statements for the past year showing 
expenses of the international which I trust will give you a clear view of our 
position. 

Very truly yours, 
E. C. JAMES, Acting Secretary-Treasurer. 

Did you assist in the preparation of this letter, Mr. Saperstein ? 

Mr. Sarersrern. I believe I did, sir. 

Mr. LEECE. Did you write the letter ? 

Mr. Sarrerstern. I don’t know whether I wrote the letter. I would 
say I assisted—I helped in writing the letter. 

Mr. Leece. Now, there has been testimony—and I think you were 
here at the time the testimony was given- th: at a letter identical in 
language with this letter was written on M: ay 2, 1950, and signed by 
an ‘official of the other union making ex: m6 "the same request 
exactly the same latiguage. 

Mr. Saverstern. Well, I can answer that. I believe that this letter 
here, the last letter you are reading, is probably a copy of the other 
one. It was just like a form from one to the other, sir. 

Mr. Lerce. What do you mean by that, Mr. Saperstein—that you 
were using the form in that letter to prepare this letter 4 


Mr. Saperstein. I believe that was what happened. The letters 
are the same. 

Mr. Lercr. But these letters were ostensibly written by Mr. James 
and Mr. Cilento. 

Mr. Saperstein. Mr. Cilento’s letter, when it was written, whoever 
prepared that letter, all I = when you said I helped prepare it, I 
probably took a copy of Mr. Cilento’s letter and just copied the same 
thing. 

Mr. Leecr. How would you get a copy of the Cilento letter? 

Mr. Sarersrern. I believe I saw it at the Sec urity office. I may 
have seen it. ; 

Mr. Lerce. There was no indication that the copy was directed to 
you. It went from Cilento to Security Mutual. 
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Mr. Saperstein. I say I may have seen it at the Security Mutual 
office. 

Mr. Lrece. Would you write the letter in Security Mutual’s office / 

Mr. Sarerstern. No; I may have taken a copy of the letter that was 
received there and probably made a copy of it. I may have received 
a copy in my office. 

Mr. Leece. But you did assist in the preparation of these letters / 

Mr. Saperstern. I believe that is right. 

Mr. Leece. Was that by request ? 

Mr. Saperstern. Well, it is not a question of by request. I mean, 
I] am saying that 1 may—— 

Mr. Leece. I think it is quite important at this stage, Mr. Saper- 
stein, to determine whether or not it was by request. May I ask : Did 
Mr. James ask you to prepare or assist in the preparation of this 
letter ? 

Mr. Sarerstern. Well, let me try to explain it this way, Mr. Leece. 
When that matter was taken up with Mr. Wickes and Mr. McKinney, 
that you are relating, in order for them to take up this matter with 
their committee, they wanted a formal letter or a letter sent to them 
asking for the specific things that. are so stated in that letter. 

Mr. Leece. Let me ask you this: Was any representation ever made 
to you or any suggestion by anybody in the Laundry Workers Interna- 
tional Union that unless this money was paid, this carrier would not 
continue with the business ¢ 

Mr. Sarerstrin. No; because I believe if my memory serves me, Mr. 
Leece, I believe the Security Mutual had this business prior to the 
time they started paying the $2,500 a month. 

Myr. Leece. Yes; I am aware of that. 

Mr. Saperstein. So it couldn’t be what you are asking me. 

Mr. Lrece. But was there the question of whether or not they would 
continue to underwrite this business, based in any way on their agree- 
ment to pay this $2,500 a month ¢ 

Mr. Sarerstern. You wer that if they didn’t pay the $2,500, the 
policy would be canceled? 1 doubt whether there was such an inten- 
tion. 

Mr. Leecr. What purpose did this payment serve that the 5-percent 
discount of premium didn’t serve ? 

Mr. Saverstein. I think the letter is self-explanatory, where it pro- 
posed to cover the various expenses that the international was having. 

Mr. Leece. Wasn’t that being handled by the 5 percent discount of 
premium which Security Mutual had already agreed to pay? 

Mr. SAPERSTEIN. Well, from my knowledge, the international—the 
5 percent covered a different thing than the negotiated welfare plan. 

Mr. Leece. What was the difference ? 

Mr. Sapersrern. Well, in one, under the 5 percent, where a member, 
while he may not be an official of the local, does all the work as far as 
claims, et cetera, is concerned, this man from the international, so far 
as I understand, had to travel throughout the country and negotiate 
the labor contract—— 

Mr. Leece. That is not an insurer function. That is a labor func- 
tion, a union function. Why would the carrier have to pay the 
union for that ¢ 
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Mr. SAPERSTEIN. I understand that most of the work of the inter- 
national at that time was.to promote this welfare plan and there was 
considerable expense to them. 

Mr. Leece. That still doesn’t answer my question. What services 
would be performed for this $2,500 a month that were not already 
being performed for the 5 percent premium? There has been testi- 
mony here today that $238,000 had been paid to the social security 
department through this 5 percent discounted premium for exactly 
the services that you are speaking about. 

Mr. SAPERSTEIN. You are spe: aking now of the $2,500 a month? 

Mr. Leece. No; I am speaking ‘about the 5 percent discounted 
premium. 

Mr. SaPersTEIN. That covered the welfare workers for the work 
that I cited to you before—the work that they did in the preparation 
of these claims and any welfare work that they had to do. 

Mr. Leece. What did the $2,500 a month cover ? 

Mr. SAPERSTEIN. It was supposed to cover any expense that the 
international may have had. 

Mr. Leece. What type of expense ¢ 

Mr. SAPERSTEIN. I wouldn’t know, but they claim they had some 
expense. Whatever it is, 1 couldn’t answer you on what the—— 

Mr. Leece. Did you have any conversations with Mr. James about 
this $2,500? 

Mr. SAPERSTEIN. Yes. 

Mr. Leece. Did he suggest this proposal to Security Mutual for the 
+2500 a month ? 

Mr. SAPERSTEIN. Like I said, there was a pattern set by another 
insured, and both being in Chicago—I guess one wanted what the 
other got. 

Mr. Leece. You made no representations to Security Mutual that 
if it wasn’t paid, the business would be pulled out from under them ? 

Mr. Saperstern. I don’t remember that. 

Mr. Leece. Did James indicate that that might happen ? 

Mr. Saperstern. Not to my knowledge, sir, because as I stated be- 
fore, Mr. Leece, this $2,500 was paid, I believe—I don’t know what 
the dates are, but it was paid before the Security Mutual had the 
policy. 

Mr. Leece. How was the premium originally paid in this case, Mr. 
Saperstein, by the social security department? Was it paid direct 
to the carrier ¢ 

Mr. SAPersTEIN. It may have. I have no knowledge. 

Mr. Leece. You were the insurance consultant to the program 
beginning i in 1950? 

Mr. Saperstern. I don’t remember how it was paid when it started. 

Mr. Ler E. Did you receive it originally ? 

Mr. Saperstein. I don’t remember whether I did or not. I would 
be guessing now. When you say “originally” 

Mr. Leece. Yes, beginning in April 1950, when the program started, 
did the social security department send premiums to Security Mutual 
through you or through our office? 

Mr. Saprerstein. Without records, I can’t testify. I would be 
guessing ; back in 1949 or 1950, I wouldn’t know. 
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Mr. Lerce. I am reading from the minutes of the trustees meeting 
of March 5 and 6, 1951: 

The following resolution was approved : 

“Be it resolved, That Louis Saperstein be and he is hereby appointed insurance 
agent of the social security department of the Laundry Workers International 
Union, and that premiums for group insurance policies in effect between the 
social security department and the Laundry Workers International Union and 
Security Mutual Life Insurance Co. be paid to said insurance agent for trans- 
mittal to said insurance company and to obtain thereby from time to time as 
premiums are paid proper receipts of such payments for the benefit of the social 
security department of the Laundry Workers International Union; be it further 

Resolved, That said Louis Saperstein shall receive any annual compensation 
that may grow due to him from the insurance company from whom the social 
security department, Laundry Workers International Union, has in effect an 
insurance contract. 

At that same meeting you were appointed the insurance agent of 
the social security department. Was it at your suggestion that pre- 
miums from this date on be forwarded to the carrier through you or 
through an agency with which you were affiliated or associated ? 

Mr. Saprersrern. Excuse me. 

Mr. Van River. I just advised the witness that that is a question on 
which he should use his own judgment. 

Mr. Saperstein. I am sorry, Mr. Leece, I must stand on my con- 
stitutional right and decline to answer for fear that I might be 
incriminated. 

Mr. Lerce. May I ask, thereafter, was premium in fact transmitted 
to Security Mutual through your office in Newark? 

Mr. Sarersrrrn. I must decline to answer on the ground that I may 
be incriminated. 

Senator Doveras. Is it true that in the case of local No. 10 in 
Philadelphia there was a period of 5 months during which you did 
not transmit these premiums to Security Mutual ? 

Mr. Sapersretn. I am sorry, sir, but I must decline to answer on 
the ground that I might be incriminated by the answer. 

Senator Doveras. Is it true that in subsequent months for local 
No. 10 you reported a smaller number of persons being covered and 
therefore transmitted a smaller amount of money than was reported 
to you and for which checks were sent to you ? 

Mr. Sarerstern. I decline to answer on the ground that I might be 
incriminated. 

Senator Dovenas. Was this a common practice which you followed 
in connection with the larger locals of the international, namely, 
Jersey City, see Chicago, Minneapolis, San Francisco ? 

Mr. Sarerstern. I decline: to answer on the ground that I might be 
incriminated by the answer. 

Senator Douatas. Evidence has been brought forward to indicate 
that you received approximately $900,000 more from the social security 
department ostensibly for transmission to the Security Mutual, 
$900,000 more than you actually sent; is that true? 

Mr. Saperstein. I decline to answer on the ground that I might 
be incriminated. 

Senator Ives. Mr. Saperstein, how long have you known Mr. 
Wickes? 

Mr. Saverstern. I believe I met Mr. Wickes sometime in 1949. 
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Senator Ives. Did you know him before you were acquainted with 
the Security Mutual Life Insurance Co. 

Mr. SAPerRsTEIN. No, sir. 

Senator Ives. You never had any acquaintance with him prior to 
that time at all? 

Mr. SAPerstEtn. No, sir. 

Senator Doueias. Mr. Saperstein, your bookkeeper, Mrs. Monte- 
fusco, testified publicly on Saturday that you did not keep this sum 
of $900,000; you didn’t permanently keep it. Is that true / 

Mr. VAN River, May I speak with him again ¢ 

Mr. Saversrein. I did not keep it, sir. 

Senator Douecias. You did not keep it. If you did not keep 
what did you do with it. 

Mr. SAPERSTEIN. I must decline to answer that on the ground that 
I might incriminate—— 

Senator Dovueg.as. Your bookkeeper testified that at your direc- 
tion 

Mr. Van Riper. If the chairman will pardon me just a moment, 
I think I can be helpful. 

Senator DovuGias. I appreciate the skill of the counsel, but I would 
appreciate it if the witness would answer this question. 

Mr. Van Riper. I wanted to get you an answer, sir. I say to the 
witness now publicly I think he should answer that. 

Senator Doucias. Would the reporter read the question ¢ 

(Question read. ) 

Mr. Saverstein. If | remember correctly, I believe claims were paid 
out of that money. 

Senator Douetas. That is true. But that did not absorb the total. 
What did you do with the remainder / 

Mr. SarersTeiN. The premium was paid, out of that total. 

Senator DouGias. But the $900,000 refers to an amount in excess 
of the premiums which you transmitted to Security Mutual and which 
you retained. 

Mr. Saperstein. As I say, it went back to the international] 

Senator Doverias. The social-security department or to the 
international ¢ 

The social-security department is located at Indianapolis. 


. 





Mr. Saperstein. It went back to the international, sir. 

Senator Dovueuas. Did it go back to the international in Indian- 
apolis or the office of the international in Chicago’ Mrs. Montefusco 
testified that the checks were made to Mr. E. C. James, acting sec- 
retary-treasurer of the international. 

Mr. Van River. Mr. Chairman, I don’t like to interrupt, but I 
think the Chair is in error on that. 

Senator Dove.as. I think Iam. I wish to correct that. 

The testimony was that the checks were made payable to the Laun- 
dry Workers International Union, but sent to Mr. James in Chicago 
rather than to Mr. Byers or Mr. James in Indianapolis. Is that true 
that the checks ae ordered sent to the Laundry Workers Interna- 
tional, care of Mr. James in Chicago, Mr. Saperstein ? 

Mr. Saperstein, 1 must decline to answer on the ground that I 
might be incriminated. 
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Senator Doveras. Mrs. Montefusco testified to that effect and said 
that she made out these checks at your direction. 

Mr. SapersTern. I must decline to answer on the ground I might 
be incriminated. 

Senator Dovueias. Mr. Saperstein, I want to make it clear that this 
certainly does not incriminate you in the Distillery Workers case 
because that is a New York proceeding and the question which we 
ask is not related to the Distillery Workers case. 

It is merely related to the Laundry Workers case. I take it that 
is known to counsel ? 

Mr. Van Riper. Yes, if you please, Mr. Chairman. But we don’t 
claim any immunity or any privilege here because we might be in- 
criminated in the Distillery Workers case. 

The Distillery Workers case, we ask only not to be interfered with 
because of the New York proceeding. This question would be incrim- 
inating. 

Senator Doveras. It could be incriminating in the future—— 

Mr. Van River. In the Laundry Workers case in the future. I 
don’t know whether the committee wants this or not, whether it is of 
any help, but I might say that so far as controverting Mrs. Monte- 
fusco’s testimony is concerned, we are not controverting it. But the 
witness still retains his privilege as far as that question is concerned. 

Senator Dovenias. That is true. 

Mr. Leece. May I ask, Mr. Saperstein: Were these funds that were 
sent back to the international union pursuant to any agreement that 
you had with an official of the Laundry Workers International Union? 

Mr. Sarverstrern. I must decline to answer that question because the 
answer may tend to incriminate me. 

Mr. Lerce. Was this arrangement effected through a specific ar- 
rangement you may have made with Mr. E. C. James of the Laundry 
Workers International Union? 

Mr. Saperstern. I decline to answer that question on the ground 
that the answer may tend to incriminate me. 

Mr. Lerce. I think, Mr. Saperstein, you have referred previously to 
the fact you organized an insurance agency described as the Harlew 
Agency of Illinois. 

‘Mr. Saverstery. Yes, sir. 

Mr. Leece. With whom were you associated in that agency ? 

Mr. Sarerstern. I don’t know who the stockholders were at that— 
who the lawyer put in as stockholders in that corporation. 

Mr. Lerce. Do you know one 8. J. Lippman? 

Mr. Saverstern. Yes, sir. 

Mr. Lerce. Will you identify Mr. Lippman, please? 

Mr. Sarerstern. Mr. Lippman is a lawyer in Chicago. 

Mr. Lrece. Did he represent as counsel any of the unions involved 
in welfare plans underwritten by Security Mutual ‘ 

Mr. Saperstetn. Yes, sir. 

Mr. Lerce. And on which cases you acted as agent ? 

Mr. Saperstern. Yes, sir. 

Mr. Lerce. I think you have also testified, Mr. Saperstein, that you 
organized an insurance agency in Los Angeles, known as the Harlew 
Agency of California, Inc. 

Mr. Saperstein. Yes, sir. 
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Mr. Leece. Who was the president of that agency at the time it was 
established ¢ 

Mr. Sarerstern. I don’t know who the president was. I believe | 
was the president, or secretary-treasurer. I don’t know. 

Mr. Leece. Do you know Mr. Ira Goldstein ¢ 

Mr. Saperstern. Yes, sir. 

Mr. Leece. Will you identify Mr. Goldstein ‘ 

Mr. Saverstern. Mr. Goldstein is the insurance agent in Los Ange 
les, Calif. 

Mr. Leece. Is he related in any way to Mr. Charles Goldstein? 

Mr. Saperstein. He is a son. 

Mr. Lerce. Who is Mr. Charles Goldstein ¢ 

Mr. Sapersrern. He is a vice president of the Laundry Workers 
International. 

Mr. Lercr. Is he also a union trustee in the social-security depart 
ment of the Laundry Workers International Union ¢ 

Mr. Saperstein. Yes, sir. 

Mr. LEECE. What was the purpose of organizing those agencies, Mr. 
Saperstein / 

Mr. Saperstein. As I stated before, I believe it was for tax purposes 
for various corporations. 

Mr. Lerce. Did you handle the administration of the welfare 
fund of the Laundry Workers International Union exclusively through 
these two agencies? 

Mr. Saperstein. I believe so. There may have been other business 
in those corporations besides laundry workers, so 1 want to make 
myself clear on that. Without records, I can’t testify, but 1 be- 
lieve there was other business. For example, Harlew in Illinois 

Mr. Lerce. Let me put it this way, then. Did you handle the wel- 
fare business of the laundry workers through those two agencies? 

Mr. SapersTEIn. Yes, sir. 

Mr. Leece. There has been testimony, Mr. Saperstein, that be- 
ginning in March of 1951 premium payments to the carrier of the 
laundry workers case were sent to you by check. Would you tell us 
what disposition you made of those premium checks? 

Mr. Saperstein. I must decline to answer on the ground I may 
incriminate myself. 

Mr. Leece. Were you paid commissions directly by Security Mutual 
completely aside from the receipt of premium by you? 

Mr. Saperstein. I don’t understand your question, Mr. Leece. 

Mr. Leece. Did you deduct your commissions from the premium 
that you received from the social-security department or were you 
paid directly by Security Mutual? 

Mr. Saperste1n. Paid directly. 

Mr. Leece. Did you pay any claims with your own funds for mem- 
bers included in the welfare plan of the Laundry Workers Interna- 
tional Union? 

Mr. Van River. Mr. Leece, the witness is not clear as to what you 
mean by his own funds. Do you mean money that belonged to him 
personally ? 

Mr. Lerce. Belonged to him personally ; yes. 

Mr. Saperstern. I am sorry, Mr. Leece, but I must decline to an- 
swer on the ground that the answer may tend to incriminate me. 
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Senator Dovugias. Were you paying these benefits out of the sum 
of the $900,000 in premiums that you withheld from Security Mutual ? 

Mr. Saperstein. I must decline to answer on the ground that I may 
be incriminating myself. 

Mr. Leece. Did any official of the Laundry Workers International 
Union have knowledge that you were in fact withholding premiums 
from the carrier? 

Mr. Sarerstern. I refuse to answer on the ground that the answer 
might tend to incriminate me. 

Mr. Lerce. When did you first approach officials of Security Mu- 
tual Life Insurance Co., Mr. Saperstein, concerning the possibility 
that this business might be etmeat 

Mr. Saversrern. I don’t remember the date. I believe sometime 
in 1953. 

Mr. Leece. And on what basis did you make these representations 
to Security Mutual? 

Mr. Saperstern. I don’t know what you mean by “on what basis.” 

Mr. Leece. What reasons did you give for the possibility that 
this business might be transferred ? 

Mr. Saperstein. I don’t know if I gave any reason. I can’t re- 
member why I gave a reason. 

Senator Doveuas. Is it true that at this time Security Mutual was 
trying to reduce your commission from 10 percent to 6 percent? 

"Mr. Saperstein. I believe at that time I think in July—may I 
answer you this way, Mr. Senator. I think prior to that time I had 
been with Mr. Bollinger, the commissioner of insurance in New York, 
and the matter was gone over, I think, long before that time, trying to 
get an O. K. on commissions. I was there with Mr. Wickes and I 
met Mr. Russell there, I believe. I don’t know whether it was at 
the same time, and Mr. McKinney was there, and we were discussing 
with officials of the Insurance Department of New York about the 
administration fees and the commissions. 

Senator Dovetas. They disapproved of the 10 percent ? 

Mr. Saperstein. I believe they did, sir. 

Senator Dovetas. They put pressure upon Security Mutual to cut 
the amounts to 6 percent? 

Mr. Sarersrern. I don’t know whether it was pressure. There 
were many conferences there. I know that there was an entire 
résumé of a letter sent to me by Mr. Russell. 

Senator Doveras. It looked as though your commission was going 
to be cut from 10 percent. 

Mr. Sarerstern. I think the Insurance Department of New York 
frowned on all the commissions in New York that were what they 
deemed excessive. They also frowned on the 5 percent administration 
or any administration fee because if I remember correctly, I believe 
the department of New York determined that to be a rebate, or in- 
ducement to insure. That was one of the reasons why they had it cut 
out. I think on July—some date—I believe I got a letter from Se- 
curity that the insurance department had ruled—I don’t know whether 
they had any right to rule, I don’t know what the wording was, Mr. 
Senator—but effective October 1 there would be no more administra- 
tion fee and commissions would be cut. 
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Senator Dovuetas. So you looked around then for another carrier 
which would give you a larger return than you could get from Security 
Mutual ? 

Mr. Sarersrern. No, I don’t think that is the reason, Mr. Senator, 
because they still retained a good part of their business, and I took 
I think a voluntary cut on commissions. 

Senator Doug.as. They still had this case X, the New York case to 
which we are not referring / 

Mr. Saperstern. Yes. 

Senator Dovenas. They still handled that ? 

Mr. Saperstein. They had other business besides that, sir. 

Senator Doveias. Which you gave them ? 

Mr. Sapersrern. Yes. 

Senator Douecias. The jewelry case / 

Mr. Saperstern. No, they had many other welfare funds that 

Senator Dovcias. That you had given them / 

Mr. SarersTein. Yes, sir. 

Senator Doveias. Weren’t those industries, industry X, the laun- 
dry workers and the jewelry workers ? 

Mr. Sarersrern. There were others besides that, sin 

Senator Dovetas. Still others? 

Mr. Saperstein. Yes. 

Senator Dougias. Would you name them? ‘This is new, because 
the cases I found are nearly all these international cases or loc als. 

Mr. Saverstern. They had like you say, the local 50, I believe, 
jewelry account. They had the ret: ail clerks, the -y had the teamsters. 
They had—— 

Senator Doveras. Had you been active in getting them the teamsters 
account 

Mr. SAPersteIn. Yes, sir. 

Senator Doue.as. Is this the teamsters’ national account? 

Mr. SAPeRSTEIN. No, it was a local situation. 

Seenator Dovueias. What local? 

Mr. Van Riper. Which local ? 

Mr. Sarerstern..I believe local 863. 

Senator Dovetas. Where is that located ? 

Mr. Sarerste1n. In Newark. 

Senator Douetas. Any others? 

Mr. Saprerstern. Those few that I have remembered, and as I say, 
without the records I am handicapped. But I know they had other 
business besides. 

Senator Doveras. That you had brought? 

Mr. SAPEeRSTEIN. Yes, sir. 

Senator Dovenas. Is this retail clerks a national arrangement or 
local arrangement ? 

Mr. Sarerstern. Local arrangement, sir. 

Senator Dovetas. What locality ? 

Mr. Sarerstern. Newark. 

Mr. Leece. Were you advised at any time in the summer of 1953 
by Mr. Wickes or any other official of Security Mutual that effective 
October 1, 1953, the $2,500 monthly payment to the international 
would be discontinued ? 
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Mr. Sarerstein. If my memory serves me, Mr. Leece, I don’t know 
whether it was to the effect of that. I know that all administration 
fees were going to be cut out, and all—whether they were called ad- 
ministration or other fees would be discontinued October 1. 

Mr. Leece. That did not apply to the 5 percent discounted 
premium. It did apply to the $2,500. You were advised of that 
change of policy on the part of Security Mutual, were you not? 

Mr. Sarerstern. Let me explain it this way, Mr. Leece. 

As I stated, the Security Mutual had other assureds whom they 
were paying 5-percent direct. That 5 percent was cut out. Or if he 
didn’t cut 1t out, they permitted the assured to take a 5-percent re- 
duction in premium. 

Mr. Leece. I am not talking about that, though, Mr. Saperstein. 
I am talking about the $2,500 monthly payment to the international. 

Mr. Sapversrern. I think the notice became effective October 1 or 
some date. 

Mr. Lercr. The notice, of course, was given to you sometime prior 
to that in the summer of 1953? 

Mr. Saperstein. I believe in July, sometime in 1953. 

Mr. Leece. Thereafter did Mr. James consult with you at any time 
concerning the possibility of transferring the coverage from Security 
Mutual to another carrier? 

Mr. Saperstein. I can’t answer that. I don’t think Mr. James 
discussed it with me. 

Senator Atiorr. May I inquire what the answer is? I can’t heat 
you. 

Mr. Saperstein. I said, Senator, I don’t think Mr. James discussed 
that with me about transferring the insurance. 

Mr. Leece. Did any other international officer of the union discuss 
it with you? 

Mr. Saperstein. I believe it was discussed with the board of 
trustees. 

Mr. Leece. The minutes of the board of trustees don’t reflect it 
if it 1 wr Mr. Saperstein. 

Mr. Sarerstertn. I don’t know. I am just saying I don’t remember 
what occurred then. 

Mr. Leece. But you do recall that Security Mutual had indicated 
to you that as of October 1, 1953, they would discontinue these $2,500 
a mouth payments? 

Mr. SapersTErn. Yes, sir. 

Mr. Le EcE. They had already put you on notice that your commis- 
sions would be reduced from 10 to 6 percent, had they not 2 

Mr. Sarerstern. Yes; I believe notice went out on everything. 

Mr. Leece. Thereafter did you make any efforts to obtain control 
of an insurance company yourself? 

Mr. Sarerstetn. May I confer with counsel ? 

Mr. Leece. Certainly. 

Mr. Van River. You want to know about the California Life, I 
take it? 

Mr. Leece. Yes. 

Mr. Saperstern. Might I explain it? 

Mr. Leece. Certainly. 

Mr. Saperstern. As far as the California Life, I believe Mr. Wickes 
was in California visiting. 
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Mr. Lerce. When was this, Mr. Saperstein / 

Mr. SapersTe1n. I believe sometime in 1953, if 1 remember. 

Mr. Lexce. Early in 1953? 

Mr. Saperstein. I believe in 1953. He called me or talked to me 
about purchasing the company, California Life Insurance Co. 

Mr. Leece. Mr. Wickes at that time was still the vice president of 
Security Mutual in charge of group 

Mr. Saperstein. Yes, sir. 

Mr. LEEC E. What proposal did he make to you at that time? 

Mr. Saperstein. He gave me the name of a company that could 
be bought. 

Mr. Leece. What was that company ¢ 

Mr. Sarverstrern. California Life Insurance Co. 

Arrangements were made to buy it. They arranged that they could 
buy the company. There was I think 16,000 shares that controlled it. 
I believe they could buy it for $8.25 a share or something like that, 
and arrangements were made to purchase it—took an option on it. 

Mr. Leece. What was Mr. Wickes’ idea on the problem at that time ? 
Who would invest the money ¢ 

Mr. Saperstein. I believe it wasn’t a question of a personal invest- 
ment. If I remember correctly, it was purchased with the idea of 
turning it over to the social security department. 

Mr. Lexce. But was the social security department to make the 
investment or were you to make the investment, or you and Mr. 
Wickes 

Mr. Saperstein. Not only me but a group was gotten together. Mr. 
Wickes invested his own money, Mr. Dooley invested his own money, 
other people invested. 

Mr. Leece. Including a 

Mr. Saperstern. Yes, I did, a little money, and whatever I paid 
for the stock I got back. There was no profit on the deal when it 
was finally turned back. 

Mr. Lerece. Who was to make the purchase actually ? 

Mr. Sarerstern. The purchase was made by Mr. Dooley as trustee 
for the question of getting the stock because I think the issue at 
that time, if the stockholders or whoever had stock found that a union 
or the international associates, which was the same thing, if news 
went out that the union would want to buy stock, they were afraid 
that the price would be too high. 

[ think an option was taken. I believe I met with Mr. Faris in 
Chicago. 

Mr. Lerce. I will come to that in a minute, but for the moment 
may we confine it to the proposal suggested by Mr. Wickes at this 
time ¢ 

Mr. Sarerstern. Yes, originally. I think an appointment was set 
up, where I met Mr. Faris, I believe, in Chicago. We talked about it 
in Chicago, and I don’t think it was culminated at that time. 

I don’t think a deal went through at that time. I believe I con- 

tacted Mr. Wickes, and Mr. Dooley ‘handled the thing and then we got 
an option to purchase, I think, 16,000 shares at 814 a share. We paid 
$9 a share for it to ourselves and the rest went in for expenses in get- 
ting this compan 

Mr. LEECE. Who do you mean by 
what puzzles me. 





y “we,” Mr. Saperstein? That is 





528 WELFARE AND PENSION PLANS INVESTIGATION 


Mr. Saperstein. Mr. Faris and I discussed it. He may have had 
somebody else there with him, I don’t remember. 

Mr. Lerece. But you have only mentioned yourself, Wickes, and 
Dooley as investing in this company. 

Senator Doveias. Did Naddeo make an investment in the companv ? 

Mr. Saperstern. Mr. Naddeo invested, yes, sir. 

Senator Doveias. How much? 

Mr. Sarverstern. I know he laid out $9,000 and got that back. 

Senator Dove.tas. How much did you put in? 

Mr. Sarersrein. I haven’t got the record before me. I think I 
gave Matt Dooley $117,000 that I brought to him in San Francisco. 

Senator Doueias. The record so shows. Where did you get that 
$117.000? 

Mr. Sarerstern. I took the money out of my personal account in 
various corporations. 

Senator Doueias. No money was advanced to you by others ? 

Mr. Saperstern. I believe some money was advanced like Mr. Nad- 
deo’s $9,000 and Mr. Goldstein’s. 

Senator Doveias. Besides Mr. Naddeo, did any others advance 
money to you? 

Mr. Saperstern. Yes, I believe—I haven't got the list in front of 
me. 

Mr. Van River. You just said Goldstein. 

Mr. Sarersrern. Goldstein was one of them. 

Senator Ives. Did Mr. Brenner advance any money? 

Mr. Sarerstern. I didn’t hear you, Senator. 

Senator Ives. Did Mr. Brenner advance any money ? 

Mr. Saperstein. No. 

Senator Dovueias. Can you remember any others who advanced 
money to you? 

Mr. Sapverstetn. The accumulation of the money that we had there, 
whatever it is, I haven’t got the list in front of me. I know it was 
$117,000 that I brought out there. 

Senator Ives. Did Mr. James invest any ? 

Mr. Saperstern. I believe Mr. James did give me money. He gave 
e a check, I think, for $17,000. 

Senator Ives. $17,000? 

Mr. Saperstetn. I believe $17,000 that he loaned me at that time 
and I returned that money. 

Senator Dovetas. Mr. Byers? 

Mr. Sarerstern. I believe Mr. Byers did put in money there too. 

Senator Doveias. How much ? 

Mr. Saperstern. I don’t remember the amount because it was a 
group of people. I handled the whole thing and I had a record of it. 
I had a memorandum of it. 

Senator Atxorr. You have testified that Mr. Wickes did, didn’t 
you? 

Mr. Sarerstern. Pardon? 

Senator Atuorr. You have testified that Mr. Wickes put in some 
money, did you not? 

Mr. Saperstein. Yes, sir. 

Senator Atxorr. How much was that? 

Mr. Saperstern. I believe $9,000. 
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Senator Ives. How much of your own money did you put up as com- 
pared to that put 5 by the others ¢ 

Mr. Sarerstein. I don’t know. I took various amounts out of the 
corporations, and | pape that my own check 

Mr. Van River. I don’t want to coach the witness, but I think I can 
refresh his memory and it will help him answer the question, Senator. 

Senator Ives. Any refreshment we can get will help. 

Mr. Sarerstetn. I know I took a bank check for some amount. 

Mr. Leecer. A cashier’s check ¢ 

Mr. Sarerstern. A bank check. I don’t remember the—— 

Senator Ives. How much / 

Mr. Saperstrern. I think a bank check for $67,000, I believe, or 
something like that. 

Senator Ives. That was your part of it? 

Mr. Sarerstre1n. I took that out of my accounts, yes. 

Senator Ives. That is all you took out ¢ 

Mr. Van Riper. The question is, is that all you took out of your 
own account { 

Mr. SarerstELn. I believe about $67,000. 

Senator Ives. And the balance was put up by the other people? 

Mr. Saversrern. I believe the other people put up the balance of 
the money. I am not sure of the figures, so 1 would be guessing right 
now. But I know the amount w as $117, OOO, 

Mr. Lerece. Let me ask you this, Mr. Saperstein. Did you take 

$50,000 in cash with you to San Francisco the first week of August 
19532 

Mr. Sarersrern. I believe I did, sir. 

Mr. Leece. Did that represent the accumulation of moneys received 
by you from these various gentleme n whose names have been mei- 
tioned in the last few minutes? 

Mr. Saperstein. I believe that is right, sir. 

Mr. Leece. They turned the money over to you in Newark ? 

Mr. Sarerstern. Not in Newark. Mr. Naddeo, I think—I sent 
somebody out there to get it. Goldstein gave me the money when 
I was in California. I believe James gave me a check of $17,000 or so. 

Mr. Leece. Who? 

Mr. SAPERSTEIN. James. It is hard for me to remember. 

Senator Ives. How about Mr. Wickes? 

Mr. Sapersrern. I think Mr. Wickes and Mr. Dooley put in their 
own money. I got, I think, $18,000 from a lawyer by the name of 
Friedlander. It is hard for me to remember the amounts that came in. 

Senator ALLtorr. You remember the $117,000? 

Mr. Sarersrern. I remember the amount. I have said, Senator, it 
was $117,000 because I believe there were 16,000 shares. 

Mr. Leece. Was not the purpose, Mr. Saperstein, for the 
curity department to purchase this insurance company, 
funds put up by these various people ¢ 

Mr. Saperstern. The question was that the fund couldn't take the 
inoney out to buy the stock. What we did do was to lay out the money 
and then were reimbursed later on for whatever we paid, 

Mr. Leece. What was the purpose of that? 

Mr. Sapersrern. So that the price of the stock shouldn't go higher. 

Mr. Lerce. Isn't it a fact that the California Life Insurance Co. at 
that time was virtually bankrupt ? 
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Mr. Sapersrern. I am not familiar with figures, but when Mr. 
Wickes brought the deal 

Senator Ives. Mr. Wickes did that? 

Mr. Sarersrein. Brought the deal. I don’t know whether you con- 
sider it bankrupt or not. Their statement showed a net worth—we 
saw their statement. I don’t know whether you consider it bankrupt. 

Mr. Leecr. You mentioned you had met Mr. Faris in Chicago. 

Mr. Saperstein. Yes. 

Mr. Lerce. The record shows that that was in May of 1953. For 
what purpose was he brought to Chicago ? 

Mr. Sarerstern. He was the president of the California Life, and 
he had quite a block of stock. I believe Mr. Faris said that he was 
able to deliver the controlling interest of the stock. I think I nego- 
tiated—I discussed with him the price of the stock. He had an option 
from the various people. 

Mr. Leece. Where was this discussion? Was it at the meeting of 
the board of trustees ? 

Mr. Saperstein. I think the board was meeting and he came in later. 

Mr. Leecer. But he was present during the board meeting ? 

Mr. Sarverstrern. I don’t know whether he was or not. 

Mr. Leece. The record shows that he was. 

Mr. Saperstern. I wouldn’t know. He probably was there. 

Mr. Leecr. Why should it have been such a secret at that time as 
far as the trustees were concerned ? 

Mr. Saperstein. I don’t know whether it was a secret. 

Mr. Leece. It was not a matter of discussion at the board of trustees’ 
meeting at which Mr. Faris was present. 

Mr. Saperstein. I don’t know whether he was present, whether he 
discussed it with the board or not. 

Mr. Lerce. He did not. 

Mr. Saperstern. I don’t know whether he did, I say. I don’t know 
whether he was present there. 

Mr. Lercr. You just told us that you had discussions with him. 
The record shows that that discussion was not during the meeting of 
the board of trustees. Where was the meeting held and who was 
oo: ¢ 

Mr. Saperstein. I didn’t know who he was. I had been introduced 
to him by Mr. Wickes. I believe it was either Mr. Wickes’ room or 
my room or Mr. Faris’ room. 

Mr. Lerce. But this involved—you had brought Mr. Faris in from 

San Francisco to discuss the possibility of purchasing the control of 
the insurance company. 

Mr. Saperstern. That is right. 

Mr. Lerce. The idea was that the social-secur ity department would 
purchase the insurance company and yet none of this business was 
transacted at a meeting of the board of trustees. 

Mr. Savrrsrern. Because there was nothing definitely concluded at 
the conference with Mr. Faris. There was nothing concluded at that 
meeting there. I think he went back and it was left in the open. 

There was nothing, just discussing what the company was and what 
it was about. I don’t think there was anything concluded that they 
were purchasing or anything like that. 

Mr. Leece. But this was the first meeting Mr. Faris had ever 
attended of the board of trustees ?, 
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Mr. Sarerstern. I don’t know whether he was at the meeting of the 
board of trustees. 

Mr. Lerce. The record shows that he was. 

Mr. Saperstern. I wouldn’t know that, sir. I wouldn't know. 1 
don’t remember whether he was. He may have been there, 1 doubt— 

Mr. Leece. He was brought to Chicago for the obvious purpose 
of discussing the possibilities of obtaining control of California Life, 
which involved an investment by the social-security department of 
close to a half million dollars, and yet a business purpose as important 
as that for the social-security department was not considered impor 
iant enough to be the subject of discussion by the board of trustees ‘ 

Mr. Sapersretnx. I don’t know, Mr. Leece, whether he was at the 
board of trustees—I don’t remember whether he was. 

Mr. Lrecr. I have indicated earlier, Mr. Saperstein, that he was 
at the board of trustees’ meeting. The record so shows. 

Mr. Saperstein. When I met Mr. Faris for the first time, I don’t 
think there was any conclusion of anything. We just discussed it in 
the rough stages. 

Mr. Lerce. Who discussed it 

Mr. Sarerstern. I believe I was there with Mr. Wickes—— 

Mr. Leece. You are not an official of the social-security department 
in any sense ¢ 

Mr. Saperstein. No; I am not. 

Mr. Leece. Neither is Mr. Wickes. 

Mr. Sarerstern. No, sir. 

Mr. Lerece. And yet the people who discussed this operation with 
Mr. Faris were yourself and Mr. Wickes. 

Mr. SarerstE1n. I say to you, Mr. Leece, that there was nothing 
concluded at that first meeting. I don’t know whether the social- 
security department 

Mr. Leece. I don’t think it is a question of whether anything was 
concluded, Mr. Saperstein. I simply say that if it was the purpose 
of the social-security department to obtain control of the California 
Life Insurance Co., and if that control involved an investment of close 
to half a million dollars by the social-security department, it seems a 
little strange that the problem would not be discussed by the board of 
trustees, but by two people, namely yourself and Mr. Wickes, neither 
one of whom were officials of the social-security department. 

Mr. Sarerstern. Let me correct myself. 1 believe Mr. Dooley was, 
whether he was there or not I don’t know, because Mr. Dooley had to 
carry on negotiations in San Francisco. I wouldn’t know whether 
that was discussed with the board or not at that time. My memory 
doesn’t serve me. , 

Mr. Lerce. As I said before, and I repeat, it was not the subject of 
discussion by the board of trustees. 

Mr. Sarerstern. I am not saying that it was. 

Senator Dovetas. At least it was not entered upon the minutes of 
the board of trustees. 

Mr. Lerce. That’s right. 

Mr. Sarerstern. I don’t know. I believe Mr. Dooley discussed it 
with Mr. Faris. 

Mr. Leece. Privately ? 

Mr. Sarerstern. I don’t know. They both were in San Francisco. 
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Mr. Leece. Were your discussions with Mr. Faris undertaken 
privately / 

Mr. Saversrern. No, I believe they were there. I don’t know 
whether Mr. Dooley was there. I remember Mr. Wickes—I met Mr. 
Faris through Mr. Wickes. I don’t know who was in that room or 
what happened or what was concluded there. I don’t know. 

Mr. Leece. This was in May of 1955 ¢ 

Mr. Saperstein. I don’t even know the date—if you say May, I will 
take it for granted that is May. I don’t know whether it was in May 
or not. 

Mr. Lerce. Thereafter what did you as an individual do to bring 
this proposed control of California Life to fruition, to obtain contro] 
of California Life # 

Mr. Saperstein. I believe an option was taken with Mr. Dooley as 
trustee. I believe some option was taken. 

Mr. Lerce. Did you have anything to do with that ? 

Mr. Sarerstern. I think it was done in San Francisco. 

Mr. Lerce. Who were the parties—Mr. Faris and Mr. Dooley ? 

Mr. Sarerstern. I don’t know. Legally there was something there. 
I can’t explain it, Mr. Leece. 

Mr. Lercr. You have just said you invested $117,000 in this opera- 
tion. 

Mr. Sapersrern. I don’t know what happened, whether it was— 
what they did legally. I know they took an option. 

Mr. Leece. Who advised you that such an option had been obtained ? 

Mr. Sarerstern. I believe Mr. Dooley. 

Mr. Leecr. Thereafter what did you do? 

Mr. Sarerstern. I don’t know what the date was, but I know they 
had an option and I believe $144,000 was needed te take control. 

Mr. Lerece. Who was charged with gathering the necessary funds? 

Mr. Sapersrern. I believe Mr. Faris had the option. I arranged to 
deliver all the money. 

Mr. Lerce. You arranged to deliver all the money ¢ 

Mr. SapersTern. Yes, sir. 

Senator Ives. Why did you do that? 

Mr. Sarrrstern. Why did I do it? 

Senator Ives. Yes. 

Mr. Sarerstetn. Well, when Mr. Dooley told me that the contract 
was signed for a certain day, I made arrangements to get the money 
together and I closed the deal on the date that was set for it. 

Mr. Lrecr. You have stated that you deposited a cashier’s check 
for $67,000 ¢ 

Mr. Sarerstern. Right. 

Mr. Lerce. And you also took $50,000 in cash to San Francisco for 
this meeting ? 

Mr. Saperstein. Right. 

Mr. Leece. From whom did you collect the money represented by 
that $50,000 ? 

Mr. Saperstein. As I stated, I got money from Mr. Goldstein. 

Mr. Leece. Just a minute. Who is Mr. Goldstein? 

Mr. Sarerstern. Charles Goldstein is vice president of the Laundry 
Workers International. 
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Mr. Leece. He is a union trustee of the social security department ? 

Mr. Saperstein. Right. 

Mr. Lerce. Go ahead. 

Senator ALLorr. How much was that ? 

Mr. Saperstern. I don’t remember the amount, Senator. 

Mr. Van Riper. Excuse me just a minute. Go right ahead, please. 

Mr. SapersTEIN. I don’t remember the amounts, but I know there 
was $50,000 from a group that I got. 

Mr. Leece. You don’t remember from whom you collected it? 

Mr. SAprersTEIN. You asked me for exact amounts. I don’t know. 
I know of $9,000 from Naddeo; Goldstein gave me money. 

Senator Douetas. ee Mr. James gave you money. 

Mr. ee I said Mr. James gave me money. 

Mr. Leece. Mr. Naddeo is the first. vice president of the Interna- 
tional Laundry Workers Union ? 

Mr. SapverstTern. Yes. 

Mr. Leece. Who is Mr. James? 

Mr. SAPersTEIN. Secretary-treasurer. 

Mr. Leecre. Who else? 

Mr. Sarerstern. Mr. Byers. 

Senator Dove.as. Did Mr. Palacios give you any money / 

Mr. Sarversrein. No. 

Mr. Leece. Did you obtain any money at all from the employer 
trustees ¢ 

Mr. Saperstern. No, sir. Oh, employer trustees? 

Mr. Leece. Other than Dooley. 

Mr. Sarerstern. No, I didn’t. 

Mr. Lerce. Could this in fact be considered a purchase by the social] 
security department ? 

Mr. Saperstein. I think it was considered—that is where it 
eventually went. 

Mr. Lercr. Who were the sources of the money being invested 
this controlling stock interest in California Life? 

Mr. Saversrern. It finally went to the social security department. 
Whatever the people paid, there was not 1 cent made in profit. What- 
ever they put up, they got back by check of the social security depart- 
ment and that was the end of it. 

Senator Atxorr. Did Gerald P. Connolly invest in this ? 

Mr. Saperstern. Not to my knowledge, sir. 

Senator Attorr. Did Sidney Brennan invest in it? 

Mr. Saversretn. That was asked before. I said “no” to that ques- 
tion also, Senator. 

Senator Atuorr. Now I would like to invite your attention, Mr. 

Saperstein: It has been testified here that Dooley invested in it. And 
he invested $18,000. Naddeo, $9,000, Wickes, $9,000, James, $17,000, 
Byers, $9,000. 

Mr. Saperstein. I didn’t say that, Senator. I said to you, I did 
have a record of where all that money came from. I know that I took 
down there $67,000 by bank check and $50,000 by cash, and I would 
be guessing to say what the amounts were. I don’t want to go on 
record to say the exact amounts, Senator. 

Senator Aruorr. You don’t know how much, then, either Byers or 
Goldstein put up? You don’t recall ? 
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Mr. Saperstein. I don’t recall, Senator. 

Senator Atiorr. This other attorney you mentioned, an attorney 
out there, another attorney who put up some money. Who was that, 
do you know / 

Mr. Sarersrern. A lawyer by the name of Friedlander put in 
$18,000, I believe. 

Senator ALttorr. Now we are up, exclusive of Byers, to $138,000. 

Mr. Sarersrern. There is a total of $144,000 total investment of 
everybody, Senator. That was to buy control of that company, it 
took $144,000. 

Mr. Lerece. Mr. Saperstein, the record shows that on July 14, 1953, 
rt Dooley as trustee executed an agreement with the stockholders of 

California Life giving him an option to purchase the controlling in- 
terest in that company on or before August 14. 

Did you meet with Mr. Dooley in San Francisco prior to August 14, 
in his office ? 

Mr. Saperstein. No. I don’t know whether it was August 14 when 
we closed that stock deal or the day before. I wouldn’t know what 
you mean by “prior.” 

Mr. Leece. Did you hold a meeting, a business meeting, with Mr. 
Oeey in Mr. Dooley’s office in San Francisco 4 

Mr. Saversrern. I believe I arrived—I believe, Mr. Leece, I arrived 
there the day that the stockholders got their checks for the stock. I 
think I arrived there in the morning ‘and left that day. 

Mr. Lerce. That was on August ( 6, 1953? 

Mr. Sarersrern. Whatever that day was. 

Mr. Leece. Did you carry funds with you on that trip / 

Mr. Saperstein. Yes, sir. 

Mr. Leece. What were those funds? 

Mr. SapersTern. I say a $67,000 bank check, I believe it was that, 
and $50,000 cash. 

Mr. Leece. Was that the money that was used to purchase the con- 
trolling interest in California Life? 

Mr. Saperstein. Yes, sir. 

Mr. Lerce. Sixteen thousand-some-odd shares ? 

Mr. Saperstein. I believe that was the amount of shares, sir. 

Mr. Lerce. To whom were those certificates issued ? 

Mr. Saversrern. I don’t know whom they were issued to because for 
a while we didn’t get any stock certificates because it was a company— 
I believe it went to—those were held either by trustees or they went to 
a company called The Founders. 

Mr. Lerce. Was any stock issued to you? You had an investment 
of $67,000 of your own money. 

Mr. Saperstern. I don’t know whether any stock certificate was 
issued to me, because all I did—— 

Mr. Leece. You just turned over $67,000 of your own money to Mr. 
Dooley ? 

Mr. SapersTern. I got a receipt for the money because he acted as 
trustee. 

Mr. LEECE. A receipt, but no stock of any kind ? 

Mr. Sarerstern. I don’t think the stock was ready, because I think 
a company was formed, called The Founders, and the stock certificates 
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j of California Life, I believe all those certificates were endorsed 
¥ blank. 
: Mr. Lexce. And retained by Mr. Dooley ¢ 
Mr. SaprrstErn. I think they were held in the vault or in his office. 
; don’t know where he kept them. I don’t believe we got the cer- 
tificates at that time. 
; I got there that day and I think they paid the stockholders that had 
: the stock, and I left: The record will show. 1 appeare <d there that 
day to close the deal for the stock and I left San Francisco that day. 
I think it was 5 or 6 o’clock that I went out of there, just the purpose 
of bringing it, and I came right back. 
Mr. Leecr. You have mentioned Founders Syndicate. What was 
Founders Syndicate ? 
; Mr. Saperstein. It was a corporation formed just for the purpose 
; of getting this stock. 
Mr. Leecr. What purpose did they serve, actually ? 
i Mr. Saverstern. Just for a holder and later on it was transferred 
: back to the social security department. 
Mr. Lerce. Was it the intention at that time to transfer the insur 
: ance to the California Life Insurance Co. ? 
; Mr. SarerstTetn. | believe it may have been the intention because of 
; the fact the social security department owned it. 
‘ Mr. Leece. Did you get any guaranties that the insurance would in 
5 fact be transferred to ¢ ‘ali fornia Life ? 
Mr. Saverstrern. I think it was on a gentleman’s understanding that 
i they owned the company and would go ‘to the ( ‘alifornia Life. 
} Mr. Leece. Was that the guaranty or the receipt you got in return 
i for your investment of $67 7,000 2 
i Mr. Saperstein. No. I don’t understand the question. 
, 4 Mr. Van Riper. I don’t want to interrupt, Mr. Leece, but the wit- 
3 ness said he got—I take it he got a paper receipt for his $67,000. 
; Mr. Sarerstern. You are talking about the receipt for the money 
; 1 gave—I didn’t get any certificate but the lawyer gave me a receipt 
; for the money. 
; Senator Doveras.- The Chair will rule that the question is a proper 
i one. 
f Mr. Leece. In addition to this receipt that you got for $67,000, had 
; you assurances prior to that time that the insurance of the laundry 
: ‘ workers welfare program would be transferred to the California Life 
) ; Insurance Co.? You were investing in the control of an insurance 


company. You testified that no stoc +k was issued to you in return for 
t ; that investment. 
: Mr. Sarerstrery. I don’t know whether it was then, because the 
S$ policy didn’t expire until some time in September. 
i Mr. Leecre. Let me ask you this. There is testimony in the record 
§ that as of this time, the California Life Insurance Co. was virtu: ally 
‘ bankrupt and was writing practically no group insurance. Could you 
: as an insurance agent justify an investment of $67,000 in that comp: ny 
without any assurances of one sort or another ? 
That is my question. What assurances did you have? 
Kk 7 Mr. Sarersrern. You must remember that Mr. Wickes is an actuary. 
| TI am not familiar with insurance company figures. 
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Mr. Leece. Why do you mention Mr. Wickes? He wasn’t an 
official - the social security department. 

Mr. Saversrern. No, but he is the one that brought the deal about 
the insurance company. You are talking about the California—you 
ure asking me a question about—— 

Senator Dovauas. Incidentally, he was still an employee of another 
company, & company which was then carrying the insurance. Did 
you think it ethical to consort with him w hen he was obviously operat- 
ing against the best interests of his then present employer ? 

Mr. Sarerstern. I don’t know what he had in mind excepting 
you are asking me about the company being bankrupt. 

Mr. Leece. I am simply asking Mr. Saperstein what assurances 
he had from anybody on his $67,000 investment in a then virtually 
bankrupt company. 

Mr. Sarersrern. I don’t know whether it was virtually bankrupt, 
Mr. Leece. Let me say this to you 

Mr. Lerce. Testimony of officials of that company will show it was 
in anyeing but a sound financial condition at that time. 

Mr. Saperstetn. From what knowledge I had, I tried to explain to 
you, Mr. Leece, that Mr. Wickes is an actuary and supposed to under- 
stand figures of insurance companies. If he recommended this was 
a good company 

Senator AtLorr. You say he did recommend it? 

Mr. SarersTe1n. If you bought it, he must have recommended it, 
Senator. 

Mr. ees If who bought it? 

Mr. Sarerstern. It eventually was bought. So I can say that it 

was recommended. From the figur es—this is the first time I heard 
that the company was virtually bankrupt. I understood it could have 
been liquidated for more than $8.25 a share. 

Senator Attorr. Mr. Saperstein, I am more interested in your an- 
swer to Senator Douglas’ question which you did not answer. You 
knew in May of 1953 ‘that Mr. Wickes was vice president of Security 
Mutual, did you not? 

Mr. Saversrern. I did, sir. 

Senator Atiorr. And you had been dealing with him since you put 
this contract in with Security Mutual back in—what was it originally ? 
1952 or 1953? 

Mr. Saperstern. I think about 1950. 

Senator Atuorr. You had had most of your negotiations with him 
concerning the original contract, had you not? 

Mr. SaperstE1n. That’s right. 

Senator Atnorr. You knew in May he was an official of Security 
Mutual, a vice president in charge of group insurance, did you not? 

Mr. Saperstein. Yes, sir. 

Senator Anxotr. That is when you met him and Faris in Chicago 
to talk about the California deal. You knew when you closed that 
deal in California in Mr, Dooley’s office that Mr. Wickes was still 
a vice president of Security Mutual. I am interested in the answer 
to Senator Douglas’ question. Do you think it was ethical to deal 
with a man like Wickes who you knew then to be a high official in 
the employ of a company with which you were doing business as 
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their agent and who was very obviously acting in behalf of interests 
which were exactly opposite to those of Security Mutual ¢ 

In other words, he was trying to buy a company with you and other 

eople to subvert this business from Security Mutual, and succeeded, 
y the way. Do you think it ethical to do such a thing? 

Mr. Saprersrern. It didn’t succeed. The only thing that went 
there—— 

Senator Autiorr. Just answer my question. Do you think that is 
ethical ? 

Mr. Sarerste1n. The way you put it, I don’t think it is ethical, sir. 

Senator ALtLorr. You knew all those things, didn’t you? 

Mr. Sapverstetn. Well, I don’t know—I did know that. 

Senator Atutorr. Did Wickes get a finder’s fee for digging up this 
California Life? What did he get out of it? Was he paid something 
out of this fund that you had for raking up this California Life 
deakt 

Mr. Saperstern. If my memory serves me, I think he got $2,000 for 
expenses, Or something. I don’t know. I would be guessing, Senator. 

Senator Atxotr. He did get some fee for it—expenses or otherwise? 

Mr. Saperstretn. I don’t know whether you would call it a fee. I 
don’t know. 

Senator Dove.as. Is it not true that almost immediately afterward 
Mr. Wickes became consultant actuary to the social-security depart- 
ment at $10,000 a year; and also consulting actuary to California 
Life at $10,000 more? So as a result of this, he obtained an annual 
salary of $20,000. Isn’t that true. 

Mr. SaperstTEIN. That is true, sir. 

Senator Dovetas. So he did not do badly. 

Mr. SapersTEIn. I understand his salary with Security Mutual was 
more than $20,000 a year. 

Mr. Van River. Most insurance men don’t—— 

Mr. SaperstEINn. I think his salary with Security Mutual was more 
than $20,000. I don’t know what his salary was, but I believe it was 
more than 

Mr. Hinman. I con’t believe it was. I would want to verify that. 

Senator Dove.as. Can you find that out, Mr. Hinman? 

Mr. VAN River. Mr. Chairman, I wonder if I could interrupt only 
to correct what is an impression in the record which I don’t think is 
founded on fact. If I may, Mr. Leece, your question was directed to 
Mr. Saperstein, one of your later questions, to the wisdom of his 
investing money in this company. 

As I understand it, Mr. Saperstein’s investment was not an invest- 
ment in that sense. It was simply a temporary situation, knowing 
that he would be relieved by the social-security department. 

Senator Doveias. May the Chair also say that, lest it be thought 
we were addressing questions to the ethics of Mr. Wickes’ procedure, 
they should more properly be addressed to Mr. Wickes rather than 
to Mr. Saperstein. 

May I say that the committee has tried very hard to. have Mr. 
Wickes come and answer just such questions as this, but he has pre- 
sented doctors’ certificates that he is unable to travel. So we have 
been unable to question him. In fact, we have sent a man out to the 
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coast to take a deposition, which I understand indicated something 
less than candid answers on his part. Is that overstating it? 

Mr. Lerce. No, it isn’t. 

Mr. Van River. Probably an understatement, if I may say so. 

Senator Auorr. Mr. Saperstein, you put up $67,000. I have 
understood you to say that you did not have any understandin you 
were going to be able to control this account and take it to Califor nia 
Life. What did you put up—— 

Mr. Sarverstern. I didn’t say that. 

Senator AtLorr. You didn’t say that? You did have such an un- 
derstanding, then ? 

Mr. Saperstein. No, I didn’t say that either. I say that the money 
was put up under a temporary basis as far as I was concerned. 

Senator Auvorr. All right. Why did you put up $67,000, take 
$67,000 of your money that t could be draw ing interest or could be used 
by you in your business, and loan it to these people for an indetermi- 
nate period if you had no idea of taking any profit out of the sale of 
stock or if you had no idea of even getting interest on your money ? 

What was your inducement for putting up this $67,000? 

Mr. Saperstern. My inducement was that I had an assured which 
was a good account, and it was a question of aiding an assured to 
get a start for a short period. 

Senator Axtiorr. In other words, for the exchange of the business, 
you were willing to loan your money for a short period. 

Mr. Saperstrern. Not an exchange of business, Senator. Let me say 
this; I was in the general insurance business, and it is nothing uncom- 
mon for an insurance broker to loan a builder money in the insurance 
business. There is nothing uncommon about it, or to advance a 
premium for him on a bond or things like that. 

That is not uncommon in the insurance business. 

Senator AtLorr. But you didn’t know how long it was going to be 
before you got this money back. 

Mr. Sarerstern. I don’t know whether I would say how long, but I 
knew the social-security department was going to take it over. It 
wasn’t a question of too long. 

Senator Attorr. You also knew you were going to take the Security 
Mutual account, this laundry account, to ( California Life come the 

ist of October; didn’t you? 

Mr. Sarersrern. If the social-security department owned the Cali- 
fornia Life, I would say owned the controlling interest—I think that 
if a parent puts a son in business, I think they patronize their son. 

Senator Arzorr. If they patronize this son, why should they pay 
you an agent’s commission when they are going to give it to their son 
anyw ay , 

Mr. Savrrstern. All I can say in answer, Mr. Senator, is that reten- 
tion agreeme nts with insurance companies, or the profit made by insur- 
ance companies—I mean so far we have gone into what an agent gets 
or a broker gets out of an insurance company. 

An insurance company simply gets a profit on its dealings or pre- 
miums. If the social-security department owned the California Life 
and could do away with part of the profit, that would revert back to 
them on their stock. 
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To me it is not a bad investment because an insurance company has 
made money on it. 

Senator Attorr. They could just as easily get rid of the insurance 
agent’s fees, too. That would revert back to them in their stock, 
wouldn’t it? 

Mr. Saperstein. Right. You just can’t operate an insurance com- 
pany without an insurance agent. It is utterly impossible. If that 
were the case, then why would the insurance « ‘company need brokers ¢ 

Senator Doveras. Then the advantages of self-insurance apply 
to reducing the profits of the insurance company but not to reducing or 
eliminating the commissions of the insurance agents? Those are to be 
kept sacrosanct. 

Mr. SarersTein. Senator, if that was so, then why would insurance 
companies have agents altogether, or brokers, if they could get all 
the business and do away with an agent or broker? There must be a 
need for them. 

Senator Dovetas. You have been urging the advantages of inte- 
gration in the insurance business. I was wondering, along with Sena- 
tor Allott, why you didn’t go further and point out that integration 
couldn't eliminate the fees of the insurance agent. 

Senator At.orr. There is another point here that I don’t quite 
understand. You only received back $36,000. 

Mr. Sarerstern. Pardon, sir? 

Senator Atiort. The testimony we have is that you only received 
back $36,000. 

Mr. Saperstein. From where? 

Senator AtLotr. From the California Life deal. 

Mr. SAPERSTEIN. $36,000 ¢ 

Senator Avorr. Yes. 

Mr. SAPerSTEIN. I got more than that. 

Senator ALLorr. Sir? 

Mr. SapersTeIN. I got more than that. You mean for my stock? 

Mr. Van Rirer. The $67,000 you put in. 

Senator AtLotrr. When this thing was finally closed, Mr. Dooley 
wrote you a check for $36,000. Where did the difference between 

$36,000 and $67,000 occur 2 

Mr. SapersTEIn. I believe direct checks were made to Mr. Naddeo. 
A direct check was made to Friedlander-—— 

Mr. Lerece. Edell ? 

Mr. SaperstTern. Louis Edell—he was acting for me. 

Mr. Leece. Weren’t they all acting for you, Mr. Saperstein? 

Mr. SAPERSTEIN. Pardon, sir? 

Mr. Leece. Were they not in fact all acting for you? 

Mr. Saperstein. No, sir; they were not. They were not. What 
do you mean 





Mr. Leecr. Mr. Edell, Mr. Friedlander, Miss DiGesu ? 

Mr. SapersTetn. No, sir. I don’t know who DiGesu is even. I 
never heard that name until yesterday when you asked Naddeo. 

Senator Doveias. We have reached a very interesting point, but 
we took a pledge that we would adjourn at 4:30 because “of the pres- 
sure of work which we have. 

Mr. Van Riper. It is not possible to finish this tonight, Senator ? 
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Senator Doveuas. No, it is not. But we feel—at least I feel—that 
the witness should be privileged to make a brief statement if he wishes 
to before we adjourn for the day, or that the counsel should be 
privileged to make a brief satement, because I know the impression 
which is given in these matters and what the newspapers say; and 
the man should have a right to make his defense at approximately 
the same time the evidence is brought out. 

So in order that we may be absolutely fair, we certainly would per- 
mit either the witness or his attorney to make a brief statement—that 
is, if my colleagues approve. 

Mr. Van Rirer. I think you are more than fair about that, Mr. 
Chairman and members of the committee, and I appreciate it very 
much. 

Frankly, as I see the picture, I don’t see that the witness need make 
any defense of the California deal except perhaps on the ethical ques- 
tion which Senator Allott called his attention to, and which is always 
a question that should be in the minds of people. 

But so far as any legality of it is concerned, as I understand the 
picture, this witness advanced money to help buy stuck, together with 
other people, and got the money back shortly thereafter; and he ad- 
vanced it for the perfectly sound reason—because, as he says, if the 
word got out that the buyer was a union or somebody with money, 
perhaps the stock would go up. 

Senator Ives. Just one question there. What in heaven’s name was 
his incentive in allthis? . 

Mr. Van River. If you want me to tell you, Senator, as I see it, I 
think his incentive was great. He was handling the business for this 
union. He was handling the business for this welfare fund—what- 
ever you call it, the social security department. 

Senator AtLorr. Why in heaven’s name doesn’t he say so, then? I 
tried to get him to say that he controlled this business. 

Mr. Van River. I don’t think it is a matter of controlling it so much, 
Senator. As I understand it, he had a contract with them as their in- 
surance agent. 

Senator Atxorr. Then he controlled it. 

Mr. Van River. All right. So perhaps he controlled it. They had 
given him a lot of business and he had made a lot of money out of that 
business. Then they come along and they want to buy an insurance 
company and they ask him to advance $50,000 or $60,000 for the buying 
of that company. 

It was going to be bought by people who are perfectly responsible, 
apparently, financially. Apparently he runs no risk of not getting 
his money back. I can’t see frankly, while there are plenty of things 
in this transaction and this whole picture that have been developed 
here the last 2 or 3 days—as I said in your absence, Senator Allott— 
that are certainly subject to criticism plus, but I certainly can’t see 
anything improper about this California Life deal, with the possible 
exception of Wickes’ ethical situation. 

Mr. Lercr. In response to your statement, Mr. Van Riper, the 
record is not complete as to the operations of Mr. Saperstein between 
this August 6 date and April of 1954, which I think will make it quite 
apparent as to the motivation for this investment, completely aside, as 
you say, from the legality of the transaction. 
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I simply want to point out at this point that the record is not com- 
plete, and that there may have been motivation that is not apparent 
at this time. 

Mr. Van River. All right, sir. When they present themselves, I 
suppose they will have to be met accordingly. I was taking advantage 
of the chairman’s kind offer to comment upon the testimony as it is to 
date, and frankly that is all I can go on. 

Mr. Leece. I simply want to point out I think it goes far beyond the 
mere question of whether it was legal or illegal. 

Mr. Van Rierer. I see. 

Senator Doveras. That is another story. 

Mr. Van Riper. That is something I frankly have no personal 
knowledge of. 

Senator Dovetas. We will adjourn until 10 o’clock tomorrow 
morning. 

(Whereupon, at 4:28 p. m., the subcommittee recessed to reconvene 
Tuesday, March 29, at 10 a. m.) 
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TUESDAY, MARCH 29, 1955 





Unrrep Srates SENATE, 
COMMITTEE ON LABOR AND Pusiic WELFARE, 
SUBCOMMITTEEE ON WELFARE AND PENSION FuNDs, 
Washington, Di €. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
P-63, United States Capitol, Senator Paul H. Douglas (chairman) 
presiding. 

Present : Senators Douglas, Ives, and Allott. 

Also present: William A. Leece, chief counsel and staff director. 

Senator DoucLas. We will resume our hearing this morning. 

Mr. Saperstein, will you take the stand again ? 

Mr. Leece ¢ 

Mr. Leece. In the course of your testimony yesterday, Mr. Saper- 
stein, I believe I referred to a meeting of the board of trustees on 
October 5 and 6 of 1953, at which time Mr. Byers reminded the trus- 
tees that Saperstein—now, I am quoting from the minutes: 
had the contract with the group insurance and that he could put it with any 
company he might want to. Saperstein affirmed this, but contended that while 
he is an insurance broker, he has never exercised his right as far as placing 
the contract was concerned. This he always left up to the board of trustees. 

I believe I asked you to comment on that, and we got sidetracked 
in another matter. Will you comment on that at this time? 
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Mr. SaPerstEtn. Well, while it is true that I did place the insurance 
with, let us say, Security Mutual, because of the various bids with 
other companies, the final decision was up to the board of trustees. 

Mr. Leece. Yes, but I would like to ask specifically whether or not 
Mr.—— 

Senator Doveias. Mr. Van Riper? 

Mr. Van Riper. I think the witness had not finished his answer. 

Mr. Sarerstern. The usual practice was, being the insurance con- 
sultant for the fund, I would recommend to the fund what company, 
the various plans, and I would recommend to the fund the acceptance 
of the plan, but their decision was final. 

Mr. Leece. But Mr. Byers made the statement that Saperstein could 
put the contract with any company he might want to; is that the 
truth ? 

Mr. Saperstern. Well, I don’t know whether the intention of that 
remark is—what the remark is intended for. I don’t know whether it 
was intended for that, that I could put it wherever I wanted to. It 
would be subject to the board of trustees. 
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Mr. Lercre. Well, let me ask you this: Did you attempt to put it 
with anybody but Security Mutual ¢ 

Mr. Saverstern. My recollection is that the negotiations for the 
placing of the insurance were mostly with the Security Mutual. It 
may have been offered to another company. 

Mr. Leece. Were there negotiations, in fact, with any other com- 
panies ¢ 

Mr. Saprerstern. I wouldn’t remember, because at that time my 
associate, Harry Epstein, may have taken it up with another carrier. 

Mr. Lreece. Now, the meeting of November 27, 1950—I am reading 

again : 
It was the consensus of vpinion of the trustees that in view of the able and 
competent services which have been rendered to the social security department 
by Lou Saperstein and Harry Epstein as insurance consultants, it was only 
fair and reasonable that the said insurance consultants should be retained for 
an extended period of time as insurance consultants. 

Now, this was in November 1950. Did you ever advise the trustees 
as to the compensation you were receiving for this case in terms of 
commissions and service fees? 

Mr. Sarerstern. I don’t know how to answer that question. To my 
mind 

Mr. Leece. Well, it 1s a very simple question, Mr. Saperstein. You 
placed the insurance with Security Mutual as an agent; in return you 
were guaranteed a certain return in the form of commissions. 

Senator Doveras. Ten percent. 

Mr. Leece. Now, the record shows that over a 4-year period you 
received commissions aggregating something in the ccaabcrhinnll of 
$353,000. 

My question to you 1s, sir: Did you at any time advise the trustees 
of the social security department as to the compensation by way of 
commissions that you were receiving for this business ? 

Mr. Sarerstern. In answer to that, I don’t believe it was necessary 
to advise the fund as to what commissions I was getting. It amounts 
to the same thing as when I write a policy for you on your life or any 
group insurance—I don’t think the question would come up as to what 
my compensation was going to be on that. 

I can’t answer the question because I don’t know whether I did or 
didn’t. 

Mr. Leecre. You were in late 1950 acting as an insurance consultant 
to the social security department? 

Mr. Saprerstern. That is correct, sir. 

Mr. Lrece. Now, I am sure you would agree with me that any com- 
missions that are paid on an insurance policy would be paid not 
by the carrier, but by the fund, by the welfare fund. 

Mr. Saprersrern. No, commissions were paid by the insurance 
carrier. 

Mr. Lerce. But doesn’t it come out of premium ?¢ 

Mr. SapersTern. Sure it does. 

Mr. Leece. So that it is a burden on the fund and represents a cost 
to the fund, does it not ? 

Mr. Sarerstern. Well, I would like to answer it this way: An 
cost or any expense on any policy is at the end borne by the eieran 

Mr. Leece. Any ordinary cost? 

Mr. SaperstTern. Any cost. 
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Mr. Leece. But was a 10-percent commission aggregating more 
than a quarter of a million dollars—more than a third of a million 
dollars an equitable burden to be placed against this fund and should 
not the trustees have been advised at least as to what the costs were to 
the fund in terms of commissions ¢ 

Mr. Sarersrern. Well, whether or not they should have been ad- 
vised, I can’t readily answer right now. ; 

Mr. Leece. What services would you perform as an Insurance con- 
sultant ¢ 

Mr. Saperstern. Well, let me say this: I believe the first year that 
policy was placed, I think the total premium was $30,000 for that 
policy. While it may seem that 10 percent is a lot of money for com- 
mission, initiating a nationwide plan involves various meetings 
throughout the country with various groups of the rank and file to 
explain the plan, going over the—for example, let us take the South, 
where the hospital privileges are not available to colored, because 
too many colored people can’t get into a hospital since there are just so 
many beds there. 

So you have got to create a plan where they would receive less hos- 
pitalization or more—let us say more weekly benefits. I believe in this 
plan there were seven distinct coverages in various parts of the 
country. 

If my memory serves me, I believe I traveled 9 to 10 months a year 
away from the office on this plan. It wasn’t just that you took 
you wrote the insurance and that was the end of it. You had to set 
up the coverage; you had to figure out what the cost of hospital bed 
and board was to meet the specific coverages. 

In the State of New Jersey, for example, or in California, they had 
sick benefits. In that State, the rank and file didn’t need any sick 
benefits. So you had to devise your policy to eliminate the sick bene- 
fits and increase the hospital and medical and surgical benefits. 

For the first year in this thing the traveling was so extensive and 
the premium in the whole year was only, I believe, about $30,000—and 
I am quoting without records, of course—so the most that was made 
on that year was about $3,000. 

Mr. Lerce. What was the premium the second year? 

Mr. Sapersrern. I know it started to go higher and higher, but 

Mr. Leece. The record will show that it was close to $750,000 for the 
policy year 1951. 

Mr. Sarerstern. I must take your figures. I haven’t my records in 
front of me, and I am quoting without records, so I must accept your 
statement as correct. 

Mr. Leece. Well, I would assume, Mr. Saperstein, that when a body 
such as this, the social security department, retains an insurance con- 
sultant, they do it for the prime purpose of getting professional advice 
on how they can best purchase insurance at the lowest possible net cost. 

Now, as you know, one of the burdens on a fund in terms of cost is 
the commission that is paid to the agent on the case. 

Mr. Sarerste1n. That is one of the factors. Let me answer you 
this way, Mr. Leece. I so stated yesterday, I believe, that there was 
quite a group of insurance companies that had bid for this business 
or submitted proposals. 

On an overall picture, including commission, including whatever 
costs may arise from this policy, I believe the net cost after the overall 
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picture was cheaper than any other company would submit. For 
example, let us say the Travelers, or the Prudential, or the Occidental 
may have submitted a premium. 

This premium was $2.80. Their premium covering the female part 
of the thing, the c olored element, which boosted the cost of insurance, 
may have been twice as muc h; it may have been $5.60. Even though 
the commission may have been given at a rate of 1 percent, the net 
cost to the assured would have been more than the net rate that 
Security Mutual, for example, bid on this business, or their proposal 
if there wasn’t a bid made. 

Mr. Lerce. I am simply asking you the question, Mr. Saperstein, 
is not commission a cost of doing business as far as the fund is con- 

cerned ¢ 

Mr. Saperstern. I have so stated, Mr. Leece, that it is, and so is 
every other element in a premium. 

Mr. Leecr. Do you think that a commission of $350,000 over a 4- 
year period was reasonable commission to you for the services you 
re ndered, and did you, in fact, advise the t trustees as to what your com- 
mission was? 

Mr. Saverstein. I can’t state—— 

Mr. Lerce. Because we are agreed that they paid that commission. 

Mr. Saperstein. It was agreed that the commission was paid, and 
I don’t know whether they were advised—I would be guessing right 
now whether I so advised them. 

Mr. Lerce. Would you, as an insurance consultant, under ordinary 
circumstances, aside from this case, would you advise the client the 
commission that was being paid on the case ? 

Mr. Saprersrern. I doubt sincerely, Mr. Leece, whether any insur- 
ance agent or broker advises a client what his commission is. 

Mr. Lercr. Isn’t that an item of cost they are entitled to have, or 
to know about ? 

Mr. Sarrersrern. Well, when you put it in that category—— 

Mr. Leecr. I am putting it to you, Mr. Saperstein, as “the insurance 
consultant for this program. 

Mr. Sarersrern. Well, I am trying to explain. 

Mr. Lerce. Not as a disinterested “observer. 

Mr. Sarerstrern. I am trying to explain to you, Mr. Leece, that the 
cost of a commission is borne by the assured ultimately. 

Senator Ives. Wait a minute on that. If your commission had 
been less, your premium would have been lower, wouldn't it 

Mr. Saverstrern. No, sir. 

Senator Ives. What do you mean? 

Mr. Sarersrery. No, the premium was not based on commissions. 

Senator Ives. All right, then, your dividend would have been in- 
creased. 

Mr. Sarerstrern. The dividend would have been increased. 

Senator Ives. All right, the fund would have saved money to that 
extent. 

Mr. Sarerstern. There is no question about that. 

Senator Ives. All right. That is what I am driving at. 

Mr. SaPersTEIN. Because, Mr. Senator, the less e xpense in any pol- 
icy, the more dividend is returned to the assured. 

Mr. Leecr. But you do not—at least you don’t at the moment— 
recall ever having advised the trustees on this question / 
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Mr. Saperstretn. I don’t believe I did, because at the same time, 
I don’t believe I advised them what the cost of the Security Mutual 
would have been for handling this case. 

It wasn’t a known thing, and it was something that was uncertain 
at that time, because of the adel rate. 

Mr. Leece. Now, you were acting as consultant to the social security 
department. At the same time, you were acting as the agent on this 
case. 

Mr. Sarersrern. That is right, sir. 

Mr. Leece. Would you say there was a conflict of interest there, as 
far as you were concerned ¢ 

Mr. Sarersrein. No. 

Mr. Leece. You would not / 

Mr. Sarersrein. No. 

Mr. Lercr. You were advising the social security department on 
insurance matters, and you advised them on a program that cost the 
fund over a 4-year period $350,000 j just in commissions. 

Mr. Saperstein. That is right. 

Mr. Leece. You would consider that good insurance advice to the 
social security department as an insurance consultant / 

Mr. Saversrern. Well, let me answer you this way: There was 
nothing illegal about the commission. I say at that time the group 
plans were practically in their infancy. I would say that this was a 

case concerning the female exposure, the colored exposure, and it was 
a question of whether this account could make mone y. 

There was no retention agreement made with the Security Mutual 
as to what they were to retain as their part. 

Mr. Leece. Right there, isn’t that advice that the social security 
department is entitled to have from you as the insurance consultant / 

Mr. SAPERSTEIN. Well, Mr. Leece, I can’t answer you because it was 
an unknown element at that time. We tried to bring the thing down 
to a minimum where, remember, you had so much money that was 
being received by—as a contribution from the employer, and only so 
much to spend. 

Mr. Leece. Well; I know, as vou do, that there is nothing sacred 
about a retention figure that is given by a carrier, but was any attempt 
even made to arrive at a retention figure on this case / 

Mr. Saperstein. They couldn’t. I don’t believe they could arrive 
at aretention figure. 

Mr. Lerce. Whether they could or could not, was any attempt made 
by you, as insurance consultant for this program, to get the carrier 

Mr. Sarersrern. Well, my understanding is, in New York retention 
agreements—TI am trying to speak about the insurance department 
are deemed illegal; they have said that retentions are another form of 
rebate, and I believe that. the insurance department of New York 
frowns on any retention agreements. 

This being a New York company, I doubt whether any agreement 
could have been made on that score. 

Mr. Lerce. But you don’t think there is anything inconsistent in 
your position as insurance consultant having the right to place the 
business with any company that you choose, and at the same time 
acting as agent on the case ? 

Mr. Saperstein. I think that is a common practice, Mr. Leece. 
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Mr. Leece. Whether or not it is a common practice doesn’t answer 
the question. 

Mr. Saversrern. In my mind, it wasn’t wrong at that time, and I 
still don’t believe it is wrong. 

Mr. Lerece. When you say not wrong, do you mean illegal or 
unethical ¢ 

Mr. Saversrern. Well, I say that it may be a “consultant” or it may 
be a consultant or broker. 

Mr. Lrece. Could you, in fact, act as an insurance consultant to 
the social-security department in the face of the admissions you have 
made here that you could place the business with any company you 
chose ¢ 

Mr. Sarersrern. I didn’t say I could place the business. 

Mr. Lerce. I am sorry; what was your answer ? 

Mr. Saversrein. But I say that in my mind the word “consultant” 
and “broker” are practically synonymous, and to me, it meant the 
same thing. 

Senator AtLorr. You say that the words “consultant” and “broker” 
are, in your language, synonymous? 

Mr. SAPERSTEIN. “W ell, a consultant in insurance e, Senator, and a 
broker—you couldn't be a consultant unless you were a broker, or an 
agent for handling insurance. 

Senator Atvorr. Let’s not try to make a statement like that, that 
you can’t be a consultant without being a broker, because you can. 

Senator Doue.as. A consultant is supposed to help the buyer of 
insurance. The broker, after all, represents the seller or the agent, 
and one should not represent buyer and seller in the same transaction 
at the same time. 

You might represent one buyer or one seller in one transaction, but 
to represent both buyer and seller in the same transaction is dealing 
across both sides of the table. 

Senator AtLotr. Let me ask you a question: As consultant to the 
social-security department, you owed the obligation to the department, 
if you were actually their consultant, and knew anything about the 
insurance business, to get for them the most insurance that their money 
could buy. 

Mr. Saperstein. That is true. That is the purpose. 

Senator AtLorr. The absolute ultimate that their money could 
buy. 

Mr. Sarerstern. I believe that was done in this case, Senator. 

Senator AtLorr. All right. As a broker, you were representing 
as the special agent, not as a general agent, which you were not in 
this case, the insurance company. 

Senator Ives. He didn’t represent the company. 

Mr. SAPeRSTEIN. I was agent. 

Senator Ives. You were agent for the company, as well as broker. 

Mr. Sarerstrern. In other words, agent instead of broker. I meant 
both words—agent. for the Security Mutual. 

Senator ALLorr. You were agent and had an agency for the Security 
Mutual ? 

Mr. SarERstEIN. Yes, sir. 

Senator Atntorr. And in that respect, you were representing the 
people who were dealing with and negotiating with the people that 
you represented on the left-hand side. 
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Now, how can you represent both of them ¢ 

Mr. Sapersrern. Let me explain. | — ve the laws of States are 
that you cannot write insurance for any carrier dealing in life, ac- 
cident, and health insurance, unless you are a qualified agent for that 
insurance company. 

Senator ALiorr. Well, that depends on the law of the State; that 
is right. 

Mr. Saperstein. I believe that is a law in many States, Senator. 

Senator Atvorr. That is true in most of the States, I know, but it 
doesn’t get away from the fact that you were representing people here 
who were dealing in millions of dollars, and you were representing 
the social-security department here with your left hand, and you were 
representing the Security Mutual with your right hand, and you were 
representing Saperstein with all of your mind and soul and body. 

Mr. Saperstein. Well, there is a reason, Senator, as I tried to ex 
plain to you—— 

Senator At.torr. Well, weren’t you ¢ 

Mr. Sapersretn. Well, the only reason, Senator, is that there is 
no company—I couldn’t go, nor could anyone else go to any insur- 
ance company and place business unless first qu: alified under the vari- 
ous States which require an examination. 

In other words, an ordinary agent cannot walk into an insurance 
carrier and place business. He must first be qualified as an agent 
before they can accept that business. 

Senator Atvorr. | understand. 

Mr. Saperstein. So, an agent in order to place the business with 
Security Mutual, or with any given company, must be qualified by 

various insurance departments as an agent, first. 

Senator Doueias. Yes, but Mr. Saperstein, my point which you 
seem to have some difficulty getting to is this: That perhaps you 
could be an agent in one transaction representing an insurance com- 
pany, and an insurance consultant in another represeting the group 
that buys the insurance, but that you should not represent both buyer 
and seller in the same transaction: that is all. 

Senator Atuorr. You can’t. He did, though, didn’t he? 

Mr. Saperstein. Well, I would like to explain that. Again, I must 
repeat the same thing I just said, Senator, that it is utterly impossible 
for any insurance broker to place business with any given company 
unless he is made an agent of that 8 any. 

Senator ALiorr. Well, now, Mr. Saperstein, you are talking to three 
members of the committee and counsel for the committee. ‘The ‘y are 
all adults. They have all placed insurance. They have all been in 
business. They all understand that. 

That has nothing to do with what we are talking about at all. It is 
just the fact that you can’t represent parties who have opposite inter- 
ests in the same transaction and maintain ethical standards. 

Now, maybe you can’t comprehend that, but that is a fact, and I 
think it is one which the rest of us do know. Did you receive any 
compensation of any kind as consultant to the social-security depart- 
ment ¢ 

Mr. Saperstein. I believe my fee in that was $1 a year. Let me 
answer this, Senator—— 

Senator Atsorr. All right. 

Mr. Saperstein. There are people who are consultants and who are 
agents. I didn’t set a precedent in this thing. That has been done 
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before, and by one of the largest in the country, who is a consultant 
and does place business with various insurance companies. 

Senator A.tvorr. Yes, but 

Senator Doueias. Who.is that ? 

Mr. Saperstein. I believe the man’s name is Segal, of New York. 

Senator Doueias. Can you give his first name? 

Mr. Saperstern. Martin Segal. 

Senator Atiorr. Now, you say you received $1 a year fee from the 
social-security department for being their consultant 

Mr. Sarerstern. Yes, sir. 

Senator Atuorr. Did you ever get the $14 

Mr. SapersTern. Yes; never cashed it. 

Senator Atvorr. All right. 

Mr. Van Riper. Very meticulous about those things. 

Senator Auttorr. Then why did you not get a reasonable fee for 
acting as consultant ? 

Mr. Sarersrern. Because I believed that the amount of commission 
I got didn’t necessitate another fee from the social-security depart- 
ment. 

Senator AtLorr. That is exactly right, because you were getting 
paid off by representing the opposite interests in drawing your com- 
mission. Isn’t that true? You just answered it. 


Mr. Sarerstern. When you say “paid off,’ I mean I got com- 
mission. 


Senator Atiorr. Paid, then. 

Mr. SaperstTEIn. Paid is right. 

Senator Doveias. Well, I think this exchange of questions and 
unswers Is interesting ») the way that it points toward the future in 
the necessity of drawing sharp distinctions between these two 
functions. 

Senator Atxorr. I think so, Senator. 

Senator Doue.ias. Mr. Leece ¢ 

Mr. Leece. When the subcommittee adjourned yesterday afternoon, 
Mr. Saperstein, I believe we were discussing a business transaction in 
the office of Mr. Matthew J. Dooley in San Francisco on August 6, 
1953, at which time some 16,000 shares of common stock of the Cali- 
fornia Life Insurance Co. were transferred to Mr. Dooley as trustee. 

Now, the record will show that at that time $144,000 had been de- 
posited to the account of Mr. Dooley in a San Francisco bank, which 
account was maintained in the name of Mr. Dooley as trustee. 

You have testified, I think, that you deposited to that account a 
cashier’s check in the amount of $67,000, and cash in the amount of 
$50,000, for a total of $117,000. 

In addition to that, Mr. Wickes had contributed $9,000 and Mr. 
Dooley $18,000, making a total of $144,000. For whom was Mr. 
Dooley acting as trustee at that time? 

Mr. Sarerstern. | believe he was acting as trustee for—if my mem- 
ory serves me, it was an understanding that it was to be purchased for 
the social security department, but I believe he was acting as trustee 
for me. I have never seen the contract. 

Mr. Leece. As trustee for you? 

Mr. Sarverstern. Well, I mean trustee. I would say that when I 
gave him the money, he was just a trustee. I couldn’t answer whether 
the contract said for me or what the legal contract said. 
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Mr. Leece. Well, was it for you and your associates, or was he act 
ing as trustee for the social security department ‘ 

Mr. Saperstein. Well, at that time, it was trustee for me and my 
associates, 

Mr. Leece. And not the social security department ¢ 

Mr. Saperstein. | believe there was an’ understanding that the 
social-security department eventually would take it over. 

Mr. Lrece. Let’s confine ourselves to the question at this point. 
Was he acting as trustee for the social-security department or you and 
your associates ¢ 

Pardon me. You have testified, I believe, that part of the $50,000 
in cash that you took to San Francisco with you represented moneys 
that you had received from other officers of the international union, 
namely, Mr. Naddeo, Mr. James, and I think you mentioned Mr. 
Byers. 

My question is: Was Mr. Dooley acting as trustee for you and those 
gentlemen or for the social security 4 

Mr. Van River. I wonder if that doesn’t call for a legal conclusion, 
Mr. Leece. 

Mr. Leece. If he had $117,000 invested in it, I don’t think it repre 
sents a legal conclusion, 

Mr. Sarerstein. I would like to correct that. That is not an invest- 
ment, 

Mr. Van Riper. | don’t want to interrupt. I certainly have no ob- 
jection to your eliciting the information, but as to whether or not a 
an Was Or Was not a trustee for a certain group or division, I really 
think, calls for a legal conclusion. 

Mr. Leece. Well, I feel that this was an arrangement or repre- 
sented a business transaction of some importance to Mr. Saperstein. 
It was important to him to the extent that he had invested $117,000, 
end I feel that it is only reasonable that he should know whether or 
not Mr. Dooley was acting on his behalf or on behalf of the social 
security department, 

Mr. Van River. Well, 1 certainly have no objection to the committee 
getting that information. Iam wondering if you couldn’t get it by 
asking what the arrangement was between him and Dooley; what the 
conversation was: What was said and so on. 

Mr. Leece. Isn't that another way of putting the same question ? 

Mr. Van Riper. Yes, it is, but it doesn’t call for the conclusion. 

Mr. Leece. Well, I would like to ask Mr. Saperstein to answer my 
question at the moment, if he can. 

Mr. Saverstern. May | confer? 

Mr. Leece. Certainly. 

Mr. Van River. The witness has said to me, sir, that he doesn’t know 
what you mean by asking who he was trustee for. He says eventually 
the social-security department took it over, and I don’t know what 
they mean. 

Mr. Leece. Despite the fact that he had taken to San Francisco, for 
the purpose of this meeting, $117,000 7 

Mr. Sarersrern. That was not an investment, Mr. Leece. That 
was—the group laid out money temporarily which was reimbursed. 

Mr. Leece. What was your arrangement, then, with Mr. Dooley? 
What agreement did you have ? 
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Mr. Saperstern. I don’t know if there was an agreement. There 
was an understanding that the stock was to—that the company was 
to be bought, and it “would be eventually turned over to the social 
security. 

Mr. Leece. Just a minute, Mr. Saperstein. $117,000 is a lot of 
money. 

Mr. Saperstein. Yes, sir. 

Mr. Lrec gE. And you are not turning over $117,000 to Mr. Dooley 
on the basis of an informal arrangement of the type that you are 
suggesting at the moment. My question is: What was your arrange- 
ment with Mr. Dooley ? 

Mr. Saperstern. It was practically no arrangement. It was just— 
what I can recall now is that the money was not put up as an invest- 
ment; it was just an advance that eventually would be paid back. 

Mr. Leece. Did you have any knowledge that he was acting as a 
trustee for the social security department ? 3 

Mr. Saperstein. I can’t answer that at all. I know I did take it 
up—eventually it was taken up—TI think the minutes will show that 
at_a meeting of the social security department it was turned over to 
the social security department. 

Mr. Lercr. That is exactly the reason I am asking the question. 
There is no indication in the minutes of the board of trustees that 
these matters had been discussed by the trustees. 

Mr. SapersTern. It was discussed later on when it was finally taken 
over. 

Mr. Leece. I am talking about at any time prior to August 6, 1953, 
when the stock was transferred from the then holders in California 
Life to Mr. Dooley as trustee. 

Mr. Sarerstern. Well, that was my understanding. I can’t remem- 
ber whether they put it—I wasn’t at the meeting. I don’t know 
whether it was in the meeting or not. I know that my understanding 
was that the advance of that money by myself and other people was 
for the purpose that it should not be known by outsiders that a union 
was buying the insurance company. 

Senator Antorr. Mr. Byers and you met with the board of trustees 
and Mr. Wickes in Chicago in May, and you met with Mr. Faris in 
May of 1953, and Mr. Faris was the one who controlled substantially 
all, if not all, of the 16,000 shares that you bought. 

So what difference did it make whether other people knew? He 
knew. Mr. Faris knew at that time that he was dealing directly with 
a union that wanted to purchase it. What difference did it make? 

Mr. Sarerstern. Well, there was other stock outstanding, preferred 
stock that eventually was bought by the—in fact, the bank was ap- 
pointed as trustee to pick up the other outstanding stock that was 
there. It wasn’t only this, Mr. Senator; it was other stock. I believe 
some bank in San Francisco was appointed as trustee. 

Senator Atiorr. That is true. 

Mr. SarersTern. That may have been—TI wasn’t familiar with it, 
and to my mind, that was the reason why it was put in outside names 
on a temporary basis. 

Mr. Lerce. Let me ask you this, Mr. Saperstein: Within a few 
days after this meeting, Founders Syndicate was organized, was it 
not ¢ 

Mr. Sarerstern. After which meeting? 
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Mr. Leece. The August 6 meeting that we are speaking of. 

Mr. Saperstein. I don’t know the date that Founders Syndicate 
was formed. 

Mr. Leece. Did you have anything to do with the organization of 
Founders Syndicate ¢ 

Mr. SarersTeErN. | may have discussed it with Mr. Dooley. 

Mr. Leece. Well, you presented rather sizable expense vouchers 
in connection with duties or services rendered in the organization or 
establishment of this company. 

Mr. Saperstein. Well, | remember that one of my companies paid— 
not that I, personally—but one of my companies—paid Mr. Faris’ ex- 
pense and other expenses, and I think we forwarded a statement of 
every actual expense we paid and were reimbursed. 

Mr. Leece. But amie days after this meeting, Founders Syndicate 
was, in fact, organized and established. 

Mr. SArersTEINn. If you say so. I don’t know the date—if you say 
several days. 

Mr. Lercer. I am asking you. 

Mr. Sarerstern. I don’t remember the date. 

Mr. Leecr. But you did submit expense vouchers running into 
thousands of dollars for services rendered. 

Mr. Saperstein. Not for services; for expense. 

Mr. Lerce. Well, how could you have expense without some service 
being rendered on behalf of this company? The company paid your 
expenses. 

Mr. Saperstein. I believe the expense was paid many, many months 
after the ae and after it was taken over by the social security 
department. I don’t believe it was at that time. 

Mr. Leece. What was the purpose of Founders Syndicate ? 

Mr. Saperstein. Just a holding company on a temporary basis. 

Mr. Leece. To hold the stock of California Life? 

Mr. Saperstern. I believe that was it. 

Mr. Leece. On December 1953, Founders Syndicate issued 32,000 
shares of common stock which was the controlling stock in Founders 
Syndicate. Now, you received 6,000 shares, and the other 26,000 went 
to your associates, the then holders of the California Life common 
stock, on a 2-for-1 basis. Is that not true? 

Mr. Saperstein. I believe that was the arrangement. I don’t know. 

Mr. Leecr. In other words, you and your associates transferred 
your controlling interest in the California Life Insurance Co. to 
Founders Syndicate in return for which Founders Syndicate issued 
to you two shares of Founders Syndicate common stock for each share 
of California Life common that you then held ? 

Mr. Saperstetn. I believe that was so. 

Mr. Lrrce. So that at that moment, you and your associates con- 
trolled the holding company. 

Mr. Saperstein. I believe—— 

Mr. Leece. Since the common stock was the controlling stock i 
Founders Syndicate. 

Mr. Saperstetn. I believe that is true. 

Mr. Lerce. Is it not also true that about a month prior to that time, 
namely, on November 25, 1953, the social-security department h: di 
invested $450,000 in the prefer red stock of Founders Syndicate ? 
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Mr. Sarersrern. I don’t know the date. I don’t know whether it 
was that day. 

Mr. Leece. Did they, in fact, invest $450,000 in the preferred stock 
of Founders Syndicate ? 

Mr. Van Riper. You said Founders Syndicate. Did you mean 
Founders Syndicate or the California Life? 

Mr. Lerce. Founders Syndicate. 

Mr. Saperstein. Is it Founders? 

Mr. Lerce. Yes. 

Mr. Sarerstern. I believe that is so, if my recollection serves me 
right. 

Mr. Lerce. Isn’t it true on the same date Founders Syndicate 
invested in the neighborhood of $392,000 in the class A stock of 
California Life? 

Mr. Sarerstetn. I don’t know whether they did on that day, because 
I had to get approval from either the insurance department or some 
department in California. I don’t know what the date was. 

Mr. Leece. Well, the record will show they did, Mr. Saperstein. 

Mr. Saperstein. They did¢ Then if you say so. I have no record 
before me. 

Mr. Lerece. So we have this situation: By December of 1953, the 
sucial security department has invested close to half a million dollars, 
and as I understand your testimony, the original purpose was for 
social security department to obtain control of the California Life 
Insurance Company. 

Mr. Saperstern. That is correct. 

Mr. Leece. As of late 1953, they had invested close to half a million 
dollars in the preferred stock of Founders Syndicate. Founders 
Syndicate, in turn, held all of the stock of California Life, or at least 
more than 90 percent. 

The preferred stock that they had purchased—the preferred stock 
of California Life that they had purchased with the $450,000 invest- 
ment, and the common stock that you and your associates had turned 
over to Founders. In return, you received the common stock of 
Founders, which was the controlling stock in Founders. So that as of 
this time, you and your associates controlled the California Life 
Insurance Co., despite the investment of half a million dollars by the 
social security department. 

Mr. Sarversrern. I believe there is a reason for the investment. 

Mr. Leece. I am asking you whether or not it is true. 

Mr. Sarerstern. To my best recollection, I think it is true. 

Mr. Leece. It is true? 

Mr. Sarersretn. I believe it is. 

Mr. Leece. Now, how long did you hold that controlling interest in 
Founders Syndicate; namely, the common stock of Founders ? 

Mr. Sarerstern. I don’t know whether 

Mr. Lerce. Let me put it this way: When did the social security 
department purchase your common stock in Founders? 

Mr. Saperstein. I don’t remember the date. It may have been—— 

Mr. Lerce. Well, may I jog your memory? Was it April of 1954? 

Mr. Sarerstetn. That could be right. About 3 or 4 months after. 

Mr. Leece. So during the period December 1953, until April 1954, 
the social security department did not, in fact, control anything 
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despite the investment of half a million dollars, and the insurance 
company W as controlled by you and your associates 

Mr. Saverstern. Well, no. If my memory serves me, I believe that 
4 the control, the preferred stock of the—if my memory serves me, 
1 the preferred stock is a voting stock. 

Mr. Leece. Preferred stock of what ? 

Mr. Saperstein. Of the Founders. 

Mr. Leece. ‘The common stock is the controlling stock in Founders 
Syndicate. 

Mr. Saperstein. I believe it was a different situation in this thing. 
In this thing, the way it was set up under the laws of California, 
I think the preferred stock is the controlling stock in the-——in either 
company. 

Mr. Leece. The record will show that it was the common stock 
Founders Syndicate that controlled the company. 

Senator Dove.ias. Let me try to clarify the situation. 

Did the preferred stock have voting rights ¢ 

Mr. Leece. In Founders? 

Senator Doucias. Yes. 

Mr. Leece. No. 

Senator DouG as. Only the common stock had voting rights 4 

Mr. Leece. That is right. 

Senator DovuGuas. So the group that controlled the common stock 
in Founders through their control of Founders, controlled the Cali- 
fornia Life? 

Mr. Leece. Yes. 

Senator Ives. May I ask a question before you proceed ¢ 
; Did you, Mr. Saperstein, enter into an agreement with California 
Life to be its agent at 8 percent commission in the laundry workers 

case during a period when you and your associates had a controlling 
, interest in the company ? 
Mr. Saperstein. I believe I had such an agreement—6 percent com- 
mission and 21% as general agent. 

Senator DouGias. Six percent and what / 

Mr. Sarerstern. There were two agreements—6 percent commis- 
sion and 214 percent as general agent. 

Senator Ives. 81% all told? 

Mr. Saperstein. That is correct. 

Senator Dovgias. At the same time, did you make an agreement 
that there was to be a 5-percent fee paid to the social security depart- 
ment to be distributed by them for alleged administrative costs 4 

Mr. Sarersrein. No; I believe the oy took over the same polic: y that 
the Security Mutual had, the same agreement that they had. 

Senator DouGuas. Yes. 

Senator Ives. How long did this agreement hold? Do you know? 

Mr. Sarerstern. The agreement was for 1 year, and was to be 
re ane-ane on a lesser basis the following year, but the reason for that 
6 and 214, the 214—they were inte nding to enter various States, and 
I was to be the general agent for New Jersey when they were admitted, 
and that agreement was for a 1-year period, and was to be revised 
a year later on a renewal. 

‘Senator Ives. And at this time you had a sizable interest in Cali- 
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Mr. Saperstrern. The interest that I had was not a personal in- 
terest. I held it in my mind that it belonged to the social security de- 
partment. 

Senator Dovueias. But weren't you, in fact, again dealing with 
yourself on both sides of the table? As the owner of California Life 
you made a contract with yourself as the agent to pay yourself 814 
percent, and then as consultant to the social security department, you 
advised them to agree to it. 

So that really, you are on all three sides of the table simultaneously. 

Senator Ives. They couldn’t very well turn you down, could they, 
when you had control ? 

Senator Doveias. Didn’t you, in effect, wear three sets of hats and 
talk to yourself from one position to another, and weren’t you the one 
who suggested that the policy be transferred from Security Mutual 
to California Life ? 

Mr. Sarerstetn. Well, if the social-security department owned the 
California Life, I believe that is where it rightfully belonged, in my 
mind. 

Mr. Lerce. Let me ask you this: Hadn’t you put Security Mutual 
on notice back in September that they would no longer have the policy 
after October 1, 1953? 

Mr. Sapersrern. I don’t know when they were notified. 

Mr. Lmrc E. But did you, in fact? 

Mr. Sarersrern. I don’t know whether I notified them or whether 
the social security department notified them. 

Mr. Lerce. The record will show that you did. 

Mr. Sarerstern. That is a possibility. I could have notified them 
or the social security department could have notified them. 

Mr. Lerce. Did not this 81% percent arrangement, commission ar- 
rangement, that you entered into with California Life represent a 
much better business proposition from your standpoint than you had 
at that time with Security Mutual in terms of commissions? 

Mr. Sarerstein. I believe that is so. 

Senator Dovae.as. Is it not true that Security Mutual, under pres- 
sure from the New York Department of Insurance, was trying to cut 
your commission from 10 to 6 percent, and to eliminate the 5 percent 
payment for administrative costs ? 

Senator Ives. I don’t think that was under pressure. I think it 
was under advice. 

Senator Doveias. Pressure under advice. 

Mr. Lercr. Who drew up this contract that you had with Cali- 
fornia Life? 

Mr. Sarerstetn. I don’t know whether it was Mr. Wickes or— 
somebody—an officer of the California Life. 

Mr. Lreece. Mr. Wickes was one of your associates in the—as ¢ 
stockholder of California Life at that time, was he not? 

Mr. Sarverstern. Well, he was a nominee stockholder. I would 
put it toot way. 

Mr. Leecre. What did you receive, actually, in total commissions 
from California Life on this program ? 

Mr. SarerstTein. I haven’t my records before me, and I wouldn’t 








Mr. Leece. Well, the record shows that it was over $90,000 from 
October 1953 until June of 1954, at which time your arrangement 
was terminated by California Life. 
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Mr. Sarerstern. If you say so. I have no records before me. 

Mr. Leece. Mr. Saperstein, in the spring of 1954 the Security 
Mutual Life Insurance Co. sent two representatives to Indianapolis 
to audit the books of the social-security department. Were you pres 
ent at the time that audit was conducted ¢ 

Mr. Saperstein. I was. 

Mr. Leece. Did you play any active part in the audit? 

Mr. Sarerstrern. I must decline to answer on the ground that the 
answer may tend to incriminate me. 

Mr. Leece. Mr. Chairman, I would suggest that the witness be 
instructed to answer that question. 

Senator Dove.as. Yes. This is very important, Mr. Saperstein. 
I must direct you to answer that question, because this is very crucial. 
And the honor of two men who participated in the audit is involved. 

They both stand under the shadow of suspicion. If they were not 
guilty, you should make a statement which will free them from 
suspicion. 

Mr. Saperstein. Might I confer with counsel, please / 

Senator Douenas. Yes. 

(Conference between Mr. Saperstein and Mr. Van Riper.) 

Mr. Van River. Mr. Chairman, if I may, sir: I am fully mindful 
of the chairman’s direction to the witness, and I have advised the wit- 
ness of it. JI assnme that that does not deprive the witness of his 
right to avail himself of his constitutional right? 

Senator Doveias. Oh, no. But the Chair recognizes that the fifth 
amendment holds inside a committee room as well as before formal 
courts of law. But it is proper for the Chair to express the hope 
that the witness will not invoke it. Because you see we have this man 
Lindsley from Security Mutual and Nadalin who participated in the 
audit. The audit was obviously rigged by someone, since 129 items 
were declared to be identical. But subsequent inspection found that 
54 of the items did not agree. 

Obviously there was fraud somewhere. And Mr. Lindsley is under 
the shadow of suspicion. And if Mr. Saperstein can clear this mat- 
ter up, it will lift 4 big load off of that man’s life if he was not 
guilty. 

Mr. Van River. Well, I don’t know that he can. All that I know 
about that personally was that I heard Miss Horner’s testimony to 
the effect—I think she said that the auditors called for certain items 
and she pulled them out and gave them to them. That is my recol- 
lection of her testimony. 

Senator Douaias. Let’s get down to essentials. 

Mr. Saperstein, I hope very much that you will answer this 
question. 

Mr. Saperstein. Mr. Chairman, I must decline to answer on the 
ground that the answer may tend to incriminate me. 

Senator Douve.as. Did you have an arrangement with Miss Horner 
that the audit was to be rigged so that the figures on amounts paid 
to you by the social-security department would agree with the amounts 
which you paid to Security Mutual 

Was there an agreement with Miss Horner ? 

Mr. Sarerstern. No, sir. 
Senator Doue.as. Miss Horner was not involved ? 
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Mr. Van River. Mr. Chairman, I have no objection to your elicit- 
ing the information which you are now seeking. The witness said he 
didn’t have an arr angement. Your question was that Miss Horner 
was not involved. And that implies that there was an involvement 
on the part of Mr. Saperstein. And I don’t think the chairman in- 
tended to imply that. I am willing to have him answer the question 
as to whether or not he had such an arrangement. 

Senator Dovetas. Did Miss Horner take part with you in rigging 
the audit? 

Mr. Van River. Well 

Senator Ives. Did Miss Horner have advance information as to the 
items which were to be checked ? 

Mr. Sarersrern. No, sir. 

Senator Ives. None at all? 

Mr. Saperstein. As far as I know. 

Senator Ives. Did you tell her what items to pull? 

Mr. Saperstein. I decline to answer on the ground that I might be 
incriminated by the answer. 

Senator Doucias. Did you have an arrangement with Mr. Nadalin 
about the rigging of the audit? 

Mr. Sapersrern. I had no such arrangement. 

Senator Dovenas. You had no such arrangement ? 

Mr. Sarerstern. No. 

Senator Doue.as. Is Mr. Nadalin an agent for Security Mutual? 

Mr. Sarersrern. To my recollection it is the first time I ever met 
Mr. Nadalin. 

Senator Doveras. Yes. But was he an agent for Security Mutual? 

Mr. Sarersrern. I believe he was in charge of some office. I had 
never met him before that day. 

Senator Dove as. You believe he was in charge of an office. Was 
he in charge of the Chicago office of Security Mutual ? 

Mr. Saperstein. I believe that was his title. 

Senator Doveras. Did he have his office in the office of the Harlew 
Agency in Chicago? 

Mr. Sarerstern. No,sir. I had never met the gentleman before that 
day. 

Senator Atiorr. Did you ever meet Mr. Lindsley ? 

Mr. Saperstein. Yes. I had met Mr. Lindsley before. 

Senator Atiorr. Senator Douglas has just asked whether you had 
any previous arrangement with Mr. Nadalin as to what items should 
be pulled, and you ‘answered that. I would like to ask you the same 
question with respect to Mr. Lindsley. 

Mr. Sarerstern. I had no arrangement with Mr. Lindsley either. 

Senator Douaias. Well, how was it done? 

Mr. Van Riper. Well, it is amusing to see the various avenues of 
approach, Senator. 

Mr. Sarerstrern. I must decline to answer on the ground that the 
answer may tend to incriminate me. 

Senator Ives. Well, apparently you had some kind of arrangement 
with Miss Horner on this thing. Your refusal to answer would indi- 
cate that. 

Mr. Saperstein. I had none. 

Senator Ives. Well, apparently you told her what to pull. You 
decline to say you didn’t. 
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Mr. Van Riper. Will you pardon me a minute, sir 

Senator Ives. Sure. | might get the truth of this thing. 

Mr. Van River. I| am trying to be helpful to you, Senator. 

Senator Ives. I know. 

(Conference between Mr. Saperstein and Mr. Van Riper.) 

Mr. Van River. I think the witness can give you an answer, Senator 
Ives. You made the statement by way of a question that “You told 
her what to pull,” meaning telling Miss Horner what to pull. 

Senator Ives. I asked him if he told her, and he declined to answer 
that question. 

Mr. Sarerstern. The reason for that answer was: I don’t know 
whether I told her or-—— 

Senator Ives. Well, somebody must have told her. She didn’t pull 
those at random. Now, who did the telling! Did you, or did Linds- 
ley, or did Nadalin ¢ 

Mr. Saperstein. | must decline to answer on the ground that I 
might incriminate myself. 

Senator ALtorr. May I ask a question here, sir? 

Mr. Van River. Pardon me, sir; did the Senators get the end of his 
answer. He said “I don’t know who told her.” 

Senator Ives. He declined to answer on the ground of self-inerim 
ination. 

Mr. Sarersrern. [ don’t know who told her. 

Senator Ives. You changed your answer suddenly / 

Mr. Sapersrern. You asked’ me, Senator, and | tried to answer. 

Mr. Van River. To a certain extent, Senator, that was right. I was 
not trying to get him to change his answer, but I was trying to get 
an answer for the committee. 

Senator At.orr. You have answered the question in response to 
Senator Douglas’ last question about Mr. Nadalin. And you have 
replied to the question by me with respect to Mr. Lindsley, that you 
had no previous arrangements of any kind with him. Did you have 
any previous arrangements concerning this audit with Mr. Wickes 4 

Mr. Saverstern. I don’t think Mr. Wickes was with the company 
at that time, to the beet of my knowledge. 

Senator ALiorr. I would like to ask you just about 2 or 3 questions, 
Mr. Saperstein. 

Now, it has been disclosed that the social security department put 
roughly half a million dollars into this insurance company. Is that 
correct? I mean you have heard that testimony here / 

Mr. SApPersTern. Yes. 

Senator Atiorr. You have heard that developed? I am not ask- 
ing you, because you did not have the books. But as insurance con- 
sultant, did you advise the trustees with respect to the investment of 
this money in the insurance company, in California Life? Did you 
advise it to do that / 

Mr. Saperstein. I believe when the matter was taken up, I believe 
Mr. Wickes—and the minutes may show, if my recollection serves 
~* -the minutes may show the advice of various people on this thing. 

I don’t remember it right now. 

Senator Atvorr. As insurance consultant, you were acquainted 
with the trust agreement which existed between the employers and 
the social security department of the union with respect to welfare 
funds, weren’t you 4 
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Mr. Saperstein. Yes. 

Senator Atvorr. And article 8 of that trust agreement provides 
that with respect to death benefits they shall be handled—and I am 
quoting without having the agreement before me, but this is the 
substance of it—that they shall be handled in all respects as life- 
insurance funds would be handled under similar circumstances. That 
would mean the creation of reserves and the creation of actual trust 
funds. Now, I will ask you first: Did you know that the social se- 
curity department never had but one bank account ! 

Mr. Sarverstern. I didn’t know that, sir. 

Senator Axuorr. Did you, as their insurance consultant, advise 
them to transfer funds out of this one bank account or to use funds 
out of that bank account for the purchase of the life insurance 
company ¢ 

Mr. Saperstein. I may have advised them that that was a good 
investment. 

Mr. Van River. The question is with reference to the bank account. 

Senator Atxorr. Yes. 

Mr. Sarerstern. I don’t know anything about the bank account. 

Senator Atnorr. You don’t know anything about how they kept 
their money at all? 

Mr. Sarerstern. No. 

Senator Atiorr. And although you were their insurance consultant 
and part of the insurance that they were carrying was this death 
benefit, you did not know what they were doing with the money that 
was being received from employers and supposedly applied to death 
benefits ? 

Mr. Saperstein. I know a reserve was set up. 

Senator ALuorr. Do you? On what do you base that? 

Mr. Saperstern. The reserve was set out—it was the difference 
between the premium that they had received from the employer con- 
tribution and the amount paid to the insurance carrier. That repre- 
sented a reserve less the expenses paid for operation of the office or 
whatever expenses they had. 

Senator Atnorr. Well, the testimony here discloses that the social 
security department never had but one bank account or but one fund. 

Mr. Sarerstern. I wouldn’t know that, sir. 

Senator Atiorr. Now, during the initial period relating to local 
No. 10 of Philad»lphia, there was a period for the months of Novem- 
ber, December, January, February, and March for which there were 
no premiums paid to Security Mutual. And there was $75,146.50 
which was retained by you and which Mrs. Montefusco said you in 
turn paid to the international by sending the checks to Mr. E. C. 
James. 

Now, I ask you if that much money was sent to the international, 
why would you have to put up $67,000 of your money to buy a life 
insurance company for the international ? 

Mr. Sarerstern. I must refuse to answer on the ground that the 
answer may may tend to incriminate me. 

Mr. Van River. Will you pardon me. I don’t think the witness 
understands. 

Senator Atiorr. I admit that is a very involved question. 


Mr. Sarerstern. Would you repeat the question. I don’t think I 
understood it. 
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Senator AtLorr. Would you read the question. 

(Question read by the reporter. ) 

Mr. Van Riper. Well, I am not going to try to force an answer. 
The witness seems confused. Frankly, I don’t think there is any con 
nection between the two. 

Senator Atxorr. I will make this statement, because I think it is 
important to be brought out at this point, whether the witness wishes 
to answer or not, or whether he is confused or not, if he is. The testi- 
mony which has been fairly well corroborated throughout here shows 
that up through September of 1953—at least Mrs. Montefusco’s testi- 
mony 1s this—from the beginning of the program on local 10, which 
was in November of 1950, and through September, 1953, by failing 
to forward premiums at all for the first 5 months and then by reducing 
the number of persons covered arbitrarily by roughly one-third, there 
was retained $108,806.50 by these two methods in Mr. Saperstein’s 
account, which she testified was all forwarded to the ILWU—the 
International Laundry Workers Union—at Chicago in care of Mr. 
James. 

I just wish to comment that it seems peculiar to me that if this was, 
in fact, forwarded to the International Laundry Workers Union—this 
$108,000—and it is only likely to assume that they may have gotten 
other sums—but on the $108,000 I would like to understand why it was 
necessary for Mr. Saperstein to finance the purchase of this company 
with the aid of others when the international union itself was the re- 
cipient in this short period of over $108,000 in cash. 

And that is just in that one local. 

Mr. Van River. Are you directing that question to me? 

Senator Axxorr. I am giving up on the questioning on that partic 
ular item. But I want to make that statement for the record, because 
] think the attention of the committee should be directed to that point. 

Mr. Van River. Well, I wonder if the committee would be kind 
enough to let me make a brief comment at this point. 

Personally I haven’t heard a word here, Senator, about any lack 
of money, any lack of finances on behalf of the international. I have 
assumed that the international had plenty of money. 

I haven’t heard a word that the $67,000 which was advanced by 
Mr. Saperstein was done because the international or because the so- 
cial security department did not have the money. All the testimony 
that I have heard was that it was advanced so that the social security 
department would not appear openly as the purchaser; not because 
they were short of money. 

Senator Atiotr. Mr. Van Riper, if this were, in fact, to be a pur- 
chase by the social security department, which they wished to nego 
tiate through an outside agent, I do not regard it as a bad thing; 
lots of people have to negotiate through a third party to keep from 
being held up. So, that in itself is not a bad thing in my judgment. 
But if they wish to negotiate through a third party, why didn’t either 
the international union or the social security department put up this 
$117,000 instead of gathering up a bunch of individuals? 

Now, these individuals must have had some impetus, some reason 
for putting up this money. 

Mr. Van Riper. It seems to me that is a perfectly pertinent ques- 
tion. I, of course, can’t answer it because I haven’t the factual back- 
ground to answer it. 
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I see no reason why the question should not be propounded to the 
witness as to why it was not done that way. If the witness can answer 
it. 

Senator AtLorr. Can you answer that, Mr. Saperstein ? 

Mr. Sarersrern. The only way I can answer that is that the purpose 
of it was—that it should not be known whether it was legally—whether 
the fund could legally give the money. I don’t know, but this is the 
way it was proposed. 

Senator AutLorr. I might perhaps correct another question that I 
asked before, too. I said they had just one bank account. Actually, 
the social security department had many bank accounts, but only one 
fund. Now, I would like to ask you one question, and this goes cleat 
back to the inception of the California Life. 

Who developed the idea of the purchase of an insurance company ? 

Mr. Saversrein. The matter was brought to me by Mr. Wickes on 
his return, I believe, from California, when he went there. 

Senator Attorr. And that would have then been prior to May of 
1953, and to fix that date in your mind, May was the dite. or the time, 
that you met in Chicago with Mr. Faris and Mr. Wickes. 

Mr. Sarerstern. I don’t know what the date was. 

Senator ALLorr. So it must have been brought to you prior to that 
time that arrangements were made to have Mr. Faris come and discuss 
it with you. 

Mr. Sarersrern. I believe if I met Faris in Chicago, it had to be 
prior to that date. 

Senator Atiorr. It had to be prior ? 

Mr. SAPERSTEIN. Yes. 

Senator Ives. To get back to something we were discussing a minute 
ago, did you have access to those records of Miss Horner ? 

Mr. Sarerstern. No, sir. 

Senator Ives. At any time? 

Mr. Sarersrern. When you mean access 

Senator Ives. Did you ever see them ? 

Mr. Sarersrern. I never knew where records were kept in that 
department. 

Senator Ives. You never saw any of them, is that it? 

Mr. Sarerstern. I saw records. 

Senator Ives. Did you see those records ? 

Mr. Saperstein. I don’t know where she kept her records. 

Senator Ives. No, but you had seen the records. You knew what 
these slips were that were being pulled. You had seen those ¢ 

Mr. Sarerstern. Yes; I saw what was pulled. 

Senator Ives. You knew about them? 

Mr. Van Riper. I wonder just what the Senator means. 

Senator Ives. I am trying to find out when the last time was that he 
saw them. 

Mr. Saperstetn. I believe the day of the audit. 

Senator Ives. That is the last time, and what was the time before the 
audit when you saw them, the last time before the audit ? 

Mr. Van River. If you saw them ? 

Mr. Sapersrern. I don’t know if I ever saw them before. I don’t 
think I have been in that office more than 3 or 4 times. I don’t think 
I ever saw them before in that office. 
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Senator Ives. That is the first time you ever knew about it, the day 
of the audit? 

You just said you knew she had the records, 

Mr. Sarersrern. Pardon / 

Senator Ives. You just said you knew she had those records. 

Mr. Saperstein. I assumed she had records there. She kept all 
of the records for the social-security department. 

Senator Ives. You gave me to understand that you had seen them 
occassionally. 

Mr. Van Riprr. I didn’t understand that to be the answer. I may 
be wrong, however. 

Senator Ives. Who advised you that the audit was to be held? 

Mr. Sarersrein. I think it was an arrangement with Mr. Manwar 
ing of the—— 

Senator Ives. Who? 

Mr. Sarerstern. Mr. Manwaring. 

Senator Doveias. Who is Mr. Manwaring? 

Mr. Saperstein. He is counsel to Security Mutual. 

Senator Doveras. He advised you that the audit was to be held? 

Mr. Saperstein. Well, I think it was arranged between him and me 
that the auditors were to go there on a certain day. 

Senator Doveias. Who notified you ? 

Mr. Saperstein. I don’t know whether I notified him or he notified 
me, but a date was set up on some day agreeable to both of us. 

Senator Ives. Why were you there that day ¢ 

Mr. Sarerstern. Well, I was the agent for the ¢ ompany. 

Senator Ives. You weren’t the agent at that time. The contract 
had already been closed, had it not, and transferred to California Life ? 

Mr. Sarerstetn. I believe I was still the agent for the California 
Life. 

Senator Ives. Well, California Life had nothing to do with Security 
Mutual. 

Mr. SApeRSTEIN. I was still agent for the social-security department 
at that time, I believe. 

Senator Ives. You were a consultant, I assumed. 

Mr. Sarerstrern. Consultant and agent. 

Senator Atiorr. I would like to ask a question. 

Senator Doveias. Pardon me. May I say this before you do? 

The witness has not yet replied to the question as to why he was 
there on that day. 

Mr. Sapersrern. Well, usually when audits are made, the agent or 
broker is spe on an audit. It is nothing unusual for an agent or 
broker to be present at an audit. 

Senator Ives. Well, you weren’t the agent or broker for the com 
pany involved at that time. 

Mr. Sarerstern. Well, I was still the agent for the——I mean, | 
was still, as you say, consultant for the social-security department. 

Senator Doveias. Did you take part in the audit yourself / 

Mr. Saversrern. I must decline to answer that question on the 
ground of self-incrimination. 

Senator Dovcias. You have said that it is not unusual for the agent 
to be there; that this was a normal procedure. Then, when I asked 
you what you did, you decline to answer. It seems to me that this 
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ates a strong presumption of guilt, because you would only be 
sass if you had business or had some part to play, and yet you refuse 
to testify as to what part you did play. 

Senator Ives. Are you answering that question ? 

Mr. Van River. I don’t think there is a question pending, Mr. Sen- 
ator. JIamsorry; I didn’t realize there was. 

Senator Ives. Well, who specifically asked you to be there that day # 

Mr. Sarerstern. I believe it was an arrangement with Mr. Man- 
waring and the auditors that I should be present there. 

Senator Ives. Well, that is not an answer to my question. I want 
to find out who asked you to be there that day. 

Senator Doveias. You see, Security Mutual was checking the 
amounts which the social-sec urity department forwarded to you as 
compared to the amounts which they had received. They could have 
done that without your help at all, and by doing what they allegedly 
did do, namely, comparing the copies of the transmittal sheets which 
Miss Horner sent to you with the originals which you sent to them 
making payments allegedly for the same group, and the same period. 
So that they did not need your presence to complete the audit. 

Mr. Sarerstern. I don’t know who asked me to be there. It was 
agreed that I be there. I know I was present when Mr. Parish and 
Mr. Bovay were there some time before. I was at the initial thing. 

Senator Doveras. That was not an audit. This was the audit. 

Mr. Saperstein. I can’t say who asked me to be there or what ar- 
rangements were made for me to be there. 

Senator Ives. Well, you said you made an arrangement with Mr. 
Manwaring about being there yourself. 

Mr. Sarverstern. Well, I said I would meet him there. 

Senator Ives. Yes. Well, who brought the thing first to your 
attention ? 

Mr. Saperstein. I can’t recall, Mr. Senator, whether I called it to 
his attention or whether he called it to my attention. 

Senator Doveras. Well, you did not initiate the audit. The audit 
was initiated by Security "Mutual. So you didn’t ask for the audit. 

Mr. Van River. Is there a question pending ? 

Senator Doveras. Lam notcertain. I don’t think so. 

Senator Ives. We don’t seem to be getting any answers anyway. 

Mr. Van. River. Well, I frankly don’t know what the question is, 
if there is one pending. 

Senator Doveras. I think the point of the counsel is well taken. 
There is technically no question. 

Senator Atxorr. I would like to pose a question to you, and I think 
ii is one that you can answer yes or no to. 

Isn’t the truth of the matter—and I am referring back with respect 
to the initial phases of the California Life matter—isn’t the truth of 
the matter in substance that it was conveyed to you by Mr. Wickes and 
discussed with you by Mr. Wickes that you were being put in a position 
where the $2,500 was going to be stopped because of pressure that was 
being brought on advice from the insurance department, and also that 
your own commissions were going to be reduced drastically and that 
you and Mr. Wickes, after a talk or talks, decided that the most logical 
way to keep up your commission and your own take in the deal was 
to arrange for the company to take over an insurance company and 
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transfer the account there so that you could retain your income and 
also take care of Mr. Wickes to boot ? 

Now, if that is not in substance the truth, you can answer “No,” o 
you can answer “Yes.” 

Mr. Saperstein. I don’t believe that was so, Senator. 

Senator Ives. How much is Mr. Wickes now getting? 

Mr. Saperstein. To the best of my knowledge, I believe he gets 
$10,000 from the social-security department and $10,000 as actuary 
of the California Life. 

Senator Ives. That is what he was getting. What is he getting 
now ¢ 

Mr. Sarerster1n. At the time I knew it was 10 and 10. 

Senator Ives. When was that ? 

Mr. SAPerRsTEIN. Sometime back. 

Senator Ives. What do you mean, sometime back? Six months; 
year? 

Mr. Sarerstern. About a year, I believe. 

Senator Ives. Th: : is what he started at; is that it? 

Mr. Sarerstern. I don’t know whether he got an increase or not. 

Senator Ives. You don’t know what has happened since? 

Mr. Sarersrern. No; I don’t know what has happened since. 

Senator Dovenas. Mr. Saperstein, where did you keep your books 
prior to 1954 on the amounts which you received from the social- 

security department and the amounts ‘which you transmitted to Se- 
curity Mutual? Where did you keep those books ? 

Mr. Sarersrery. I must decline to answer on the ground that the 
answer may tend to incriminate me. 

Senator Dovetas. That is, you will not testify where your books 
were kept prior to 1954? 

( No response. ) 

Senator Doveias. I would instruct you to answer that, please. It 
is very vital. 

Mrs. Montefusco has testified that you had produced the books each 
month, and you would tell her what to do, and she would make the 
entries and transmit the checks, writing down the amounts. 

Mr. Sarerstern. I must decline to answer on the ground the answer 
may tend to incriminate me. 

Senator Dovetas. Is it true that about March 1954 the books were 
sent to Chicago, to your Chicago office of the Harlew Agency ? 

Mr. Van River. Do you know the answer to that ? 

Mr. Saperstein. I don’t know the answer. 

Senator Doveias. Pardon me? 

Mr. SarerstErn. Maybe they were sent to Chicago. 

Mr. Van River. The witness said he doesn’t know the answer. 

Senator Ives. Have you had any contact of any kind with Mr. 
Nadalin since that audit ? 

Mr. Sarverstern. Mr. who? 

Senator Ives. Mr. Nadalin. 

Mr. Saperstein. I saw him once and that was the last I ever saw 
him. 

Senator Ives. You never had any contact with him before the audit? 

Mr. Saperstern. That is right. 

Senator Doveias. What happened to the books of the Harlew Agen- 
cy in Chicago? 
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Mr. Sarversrern. I was on trial in New York, and I believe that 
my office was informed that somebody broke into the office and 
everything in the office was taken, records and all. 

Senator Doucias. Was that reported to the Chicago police ‘ 

Mr. Sarerstern. To my knowledge, I believe it was. 

Senator Doveras. Who reported it ? 

Mr. Sapersrern. Either the building manager or the attorney. 

Senator Doveias. Who was the attorney? 

Mr. Sarersrern. Lippman. 


Aettao 
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Senator Ives. Have you ever had any financial transac tion of any 
kind with Mr. Nadalin? ; 
Mr. Sapenere! EIN. No, sir. : 


Senator Ives. At any time? 

Mr. Sarerstern. No, sir. 

Senator Doveias. This was at the same time that you were under 
investigation by District Attorney Hogan’s office ? 

Mr. Sarersrern. Yes, sir. 

Mr. Van River. Pardon me, Mr. Chairman. What time are you 
referring to? 

Senator Dovenias. When the books of the Harlew Agency were 
stolen. 

Mr. Van River. That is what I thought the chairman had in mind. 

understood the witness to say, and I do understand it to be a fact 
that it was at the time he was actually on trial in New York. 

Is that so, Mr. Saperstein ? 

Mr. Sarersrern. That is right. 

Senator Ives. Have you ever had any financial transactions of 
kind with Mr. Lindsley ? 

Mr. Sarersrern. No, sir. 

Senator Ives. Have you had any contact with him since the audit, 
of any kind? 

Mr. Sarersrern. No, sir. 

Senator Atiorr. With respect to the checks which were forwarded 
by you from your receipts on local 10 to the international, do you 
deny forwarding those checks to the international ? 

Mr. Van River. May I enlighten myself at the expense of the 
committee, sir. 

My recollection is that the witness has not testified about that one 
way or the other, has he? 

Senator Atiorr. No. I don’t think he has. 
I am about to ask the question. 

Mr. Van Riper. My recollection is that Mrs. Montefusco testified 
they were sent to the international. Is that right, Mr. Leece ? 

Senator Attorr. He did identify two of those checks that one after- 
noon when she was testifying. 

Mr. Van Rirer. Yes. Were those checks out of this fund? 

Mr. Lerece. Yes. 

Mr. Van River. Were they encompassed 1 in the question which the 
Senator now propounds ? 

Mr. Leece: I am not sure that I got the question. Will the re- 
porter read it? 

Senator Atsorr. Yes; I think they are. 
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Mr. VAN Riper. And they are the checks which Mrs. Montefusco 


said she forwarded to the international ¢ 


Senator Atvorr. Yes. 

Mr. Van Riper. [ think you were absent temporarily yesterday 
when I made the statement that the witness had claimed privilege in 
reference to a similar statement, but I made the statement that we 
did not controvert the testimony of Mrs. Montefusco. 

Senator AtLorr. But you claim the privilege with respect to his 
answering: is that it ¢ 

Mr. Van Riper. The question is now, does he say that he did not 
forward them? Was that your question, sir ? 

Senator AtLorr. Well, I will start it all over again. 

Mr. Van River. I am sorry. 

Senator Atvorr. All right. 

With respect to these checks to which Mrs. Montefusco testified 
the other day, and pertaining to local 10, and to the signatures which 
I believe you identified as your own signatures, these funds which 
were forwarded to the international in care of Mr. James, did you 
instruct her to forward those funds to the international in care of 
Mr. James? 

Mr. Saperstein. Yes. 

Senator Atuorr. And since she says that she didn’t see the checks, 
as I recall it, or couldn’t recall if she had seen them as to what the e1 
dorsements on them were exactly, did you ever examine those endorse 
ments to see whether any of them contained the signature of Eugene 

James ¢ 

Mr. Saperstein. No, sir. 

Senator Atuvorr. Did you leave that part of it entirely to her, as 
to checking the checks as they came in against your books to see that 
they were canceled and that they had all been cashed 

Mr. Sarerstern. I never had anything to do with recap of checks. 

I mean, that wouldn’t be—I wouldn’t check into that. 

Senator AtLorr. So you did leave all of that to her ¢ 

Mr. Sarersrern. Yes, sir. 

Senator Atxorr. Did you ever receive, during the period when- 
or subsequent to it, any moneys from E. C. James or the international, 
purportedly from the international, as a return or a rebate of a part 
of these funds which you forwarded to local 10 to the international ? 

In other words, did you ever get any of this money back ¢ 

Mr. Saperstein. No, sir. 

Senator Auvorr. I think that is all, Mr. Chairman. 

Senator Doueias. That is all. The witness is excused. 

Mr. Hinman. Senator Douglas, could I be heard 4 

Senator Dovucias. Yes. Mr. Hinman, you represent Security 
Mutual ? 

Mr. Hinman. Yes, sir. The committee will understand that 
Security Mutual is, if anything, even more interested than the com- 
mittee in what happened at this audit in 1954. 

We are interested for a number of reasons. One of the most im- 
portant being the reason that you, Senator Douglas, stated in respect 
to these young men. 

As the record now stands, I think there is a cloud of suspicion at 
least upon the ~ er tions ¢ and possibly the careers of those young men. 
I am sure that Mr. Saperstein has no desire to leave that there if it is 
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not deserved, and if he can truthfully remove it without prejudice to 
himself. 

[ am wondering, Senator, if a question cannot be propounded and 
answered by Mr. Saperstein without any prejudice to himself which 
might clear that issue, and the question I would respectfully 

Senator Dovenas. I have been searching all morning for such a 
question. 

Mr. Hinman. The question I would suggest respectfully would be 
this: Was Robert Lindsley guilty of any wrongdoing in connection 
with the audit in Indianapolis—was it in May? 

Mr. Leece. April, I think. 

Mr. Hinman. I don’t think a truthful answer to that need reflect. or 
prejudice Mr. Saperstein in any way, and I would hope he would be 
willing to answer it without claiming his privilege. 

Senator Dovetas. Thank you very much. Was Robert Lindsley 
guilty of any wrongdoing in connection with the audit of April 1954 
in Indianapolis? 

Mr. Sarerstern. Not as far as I know. 

Senator Dovueias. Was Mr. Nadalin guilty of any wrongdoing in 
connection with the audit of April 1954 ¢ 

Mr. Saperstein. Not as far as I know. 

Mr. Hinman. Senator, if I could have the indulgence of the com- 
mittee for just one more item for the same reason, our interest in this 
audit. Senator Allott addressed a question to the witness which was 
in substance this: Did he have any previous arrangement with Mr. 
Wickes concerning the audit? And the witness answered that Mr. 
Wickes was at the time of the audit no longer with the Security Mutual 
Insurance Co., which, of course, was true. 

On the other hand, the witness’ testimony shows that he was in 
constant touch with Mr. Wickes during this period in respect to Cali- 
fornia Life. I am wondering if that question could be repeated to 
the witness, possibly in this form: Did he have any conversations with 
Mr. Wickes at any time in reference to the audit in Indianapolis? 

Senator Doveras. Mr. Saperstein, did you have any conversation 
with Mr. Wickes at any time in connection with the audit in Indi- 
anapolis in April of 1954 

Mr. Sarersrern. I don’t remember whether I did or not. 

Senator Doveias. Or any contact with him about this matter? 

Mr. Saperstern. I don’t remember whether I did. There would be 
no reason for having it. I don’t remember. It may have been just 
to—— 

Senator Doveras. The answer is “I do not remember” ? 

Mr. Sarerstern. That is right. I do not remember it. 

Mr. Hinman. Thank you, Senator. 

Mr. Van River. Mr. Chairman, before we adjourn 

Senator AtLorr. Let me pin down, if I may, Mr. Van Riper, that 
answer so that we do have what I consider a definite answer. 

Your answer is that you do not remember ever having had any 
contact or any conversation with him about it at all? 

Mr. SarersTErn. Well, it may be that I may have talked about an 
audit being made, but actually, he had nothing to do with it, and 
I don’t believe he was interested enough. 

I mean, just a passing thing I may have said to him, “Well, they 
just made an audit,” or “an audit was made.” Because I believe he 
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was at a meeting—he may have known that an audit was made because 
a letter was sent from Manwaring to the Social Security Department. 

Senator Autorr. Well, then, did you ever have a conversation with 
him about which records would be checked, which specific records 
would be checked, in this audit ¢ 

Mr. Saverstern. No, sir. 

Senator AtLorr. 1 would like to inquire of Mr. 
satisfies his question ¢ 

Mr. Hinman. It satisfies the request, 
curiosity. 

Senator Atiorr. Well, you will just have to 
like the rest of us are doing. 

Senator Dovcias. Mr. Hinman suggested an interesting line of 
questioning. I will ask this: Did you have any conversation or 
understanding with Miss Horner at any time in connection with the 
audit in Indianapolis ¢ 

Mr. SArerstern. Not to my knowledge, sir. 

Senator Dovucias. Did you have any conversation with Mr. 
Byers at any time in connection with the audit in Indianapolis 

Mr. Sarerstern. Just the fact that an audit was going to be made. 
That is all. 

Senator Doucias. Well, again, may I ask a naive question: How did 
you do it? 

Mr. Van Ripver. I don’t think you want the witness to answer that 
question in that form. 
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Senator Dovetas. I would like him to answer the question. I am 
not certain that he is going to. 
Senator AtLorr. Did you have an understanding with Mr. Byers 


that he would insist that this audit which covered a great many dollars 
would be concluded in a short time ? 

Mr. SAarerstern. Not to my knowledge, sir. I don’t know. 

Senator Dovue.as. Did you have any conversation or understanding 
with Mr. James at any time in connection with the audit in Indianap- 
olis in April 1954? 

Mr. Saverstrern. Not to my knowledge, sir. 

Senator Dovexas. I have nothing further. 

Mr. Van Riper. Before we conclude, the witness would just like to 
read a brief addendum to yesterday’s testimony, if he may. 

Mr. Sarverstern. I would like to have it understood that when I 
testified yesterday with reference to the disbursement of the $900,000, 
I did so without having the benefit of my books and depending upon 
my best recollection. 

The testimony of Mrs. Montefusco in that regard I believe to be 
true. My books are in the custody of the district attorney of New 
York, of New York C ounty, and subject to inspection by the committee. 

Mr. VAn River. That is all. Thank you. 

Senator Doveras. That is all. 

Mr. VAN River. Now, then, if we are finished, sir, may I express my 
appreciation to the committee for the fair way in which it has con- 
ducted this hearing. Are we released from our subpena ? 

Senator Doveras. Yes. You are released. 

The committee will reconvene at two o’clock this afternoon in this 
room. 


Mr. 

















James will be asked to take the stand. 
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(Whereupon, at 11:55 a. m., the subcommittee recessed, to recon- 
vene at 2: 00 p. m. the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2:10 p. m., Senator Paul H. 
Douglas, chairman, presiding. ) 

Senator Doue.ias. The committee will come to order. 

The first witness this afternoon is Mr. E. C. James. 

Mr. Pickens. Mr. Chairman, I am John Pickens, and I represent 
the California Life Insurance Co. I would like to address the Chair. 

Senator Dove tas. Well, just a minute, sir; we have called Mr. 
James as a witness. 

Mr. James, will you come for : ard, please? 

Are you the attorney for Mr. pee 

Mr. Pickens. No, sir; the ¢ Sere nike Life. 

Senator Dovenas. Then you should step aside until we deal with 
Mr. James. 

Mr. James, would you raise your right hand? Do you solemnly 
swear that the testimony which you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help » you God 4 


TESTIMONY OF EUGENE C. JAMES, CHICAGO, ILL. 


Mr. James. I do. 


Senator DoveLas. Would you give your name and address? 

Mr. James. Eugene C. James, 1640 West Van Buren, Chie: ago. 

Senator Doue.as. And what is your position, Mr. James? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doueias. Are you Secretary-Treasurer— 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveras. Of the Laundry Workers International Union ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveras. I would like to point out, Mr. James, that you 
have refused to answer before finding out what my questions are. 

Are you Secretary-Treasurer of the Laundry Workers Interna- 
tional Union, Mr. James? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doverias. What is your salary as secretary-treasurer of the 
Laundry Workers International Union? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveras. Mr. James, I must direct you to answer these 
questions, sir. 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveias. Were you Secretary of the Illinois Harness 
Horsemen’s Association ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 
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Senator DouGias. What was your Salary in connection with the 
Illinois Harness Horsemen’s Association ¢ 

Mr. James. I didn’t understand the question. 

Senator Doveias. What was your salary as Secretary of the Illinois 
Harness Horsemen’s Association ? 

Mr. James. I respec tfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator DouGias. Did you have the headquarters of the Illinois 
Harness Horsemen’s Association in the same ollice as that of the 
Laundry Workers International Union ‘ 

Mr. James. I 1 respect fully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveias. What was your office in local 46 of the Laundry 
Workers Union, the Chicago local ¢ 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveias. What was the salary that you received from tli 
local union ¢ 

Mr. J \MES. | respect fully refuse to answer on the eroun 1c that the 
answer may tend to incriminate me. 

Senator Dovuetas. Is it true that you received apy proximate ly 74,000 
from the social security department as a > percent allowance upol 
contributions forwarded to the social secur ity department be the em 
ployers of members of your union ¢ 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Dovenias, What did you do with the $74,000 ¢ 

Mr. James. What did you say / 

Senator Doveias. What did you do with the $74,000 ¢ 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Dovcuas. Is it true that you received a total of $85,000 from 
the Security Mutual Life Insurance Co. at Binghamton, N. Wess made 
out to the order of the Laundry Workers International Union, but 
sent to you in Chicage ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Dovueias. What did you do with this $85,000 7 

Mr. James. I respect fully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doves. Is it true that Mr. Saperstein sent to you approx- 
imate ly $900.000 ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer ‘may tend to incriminate me. 

Senator Doveuas. Is it true that this $900,000, minus benefits which 
you had paid, was the difference bet ween the amounts which had been 
contributed by employers and sent by the social-security department to 
Mr. Saperstein, but not forwarded by Mr. Saperstein to Security 
Mutual Life Insurance Co. ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveras. Did you furnish Mr. Saperstein with money with 
which—some of which he used to purchase the California Life Insur- 
ance Co. ? 
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Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Dove.as,. Is it true that you continued to receive the 5 per- 
cent of the insurance as carried by the California Life Insurance Co. ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Senator Doveias. Mr. Leece? 

Mr. Leecr. Mr. James, why are you here today ? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Mr. Lercr. Was a subpena calling for your presence here today 
served upon you in Chicago within the last 2 weeks? 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Mr. Leecr. Are you represented by counsel ? 

Mr. James. I didn’t hear the question. 

Mr. Leece. Are you represented by an attorney? 

Mr. James. I respectfully refuse to answer on the ground that the 
the answer may tend to incriminate me. 

Mr. Lerece. Mr. Chairman, I think the record should show, No. 1, 
that a subpena was issued or served, rather, personally upon Mr. 
James on March 10, 1955, by Mr. Blake E. Turner , of the staff of this 
subcommittee. 

The subpena was served upon Mr. James at 1640 West Van Buren 
Street, Chicago, II1., at 2:28 p.m. on March 10. 

I might also say that this subpena was issued by the chairman, 
pursuant to authority granted him by a majority vote of the sub- 
committee on March 7. The subpena called for the production of 11 
different items of books, records, and miscellaneous accounts. 

May I ask you, Mr. James, if you have brought those records with 
you in response to that subpena ? 

Mr. James. I respectfully refuse to answer on the ground that the 
the answer may tend to incriminate me. 

Senator Dovetas. Mr. James, I would like to instruct you that the 
fifth amendment is no defense against the production of books and 
records. 

It can apply to your personal testimony, but not to the failure to 
produce records which have been called for. The failure to produce 
these records is in my judgment a clear act of contempt, unconscion- 
able. 

Mr. Leecr. Mr. Chairman, I think the record should also show that 
Senators Douglas and Allott are now sitting, and that pursuant to the 
rules of the subcommittee, the presence of two Senators constitutes 
a quorum. 

Senator Dovenas. And that the Senate is not in session, and there is, 
therefore, a legal process. 

Senator Anorr. And also that any two Senators, including the 
chairman, have been authorized under the rules of the subcommittee 
to sit. 

Senator Dovetas. That is correct. 

Mr. James, in my judgment, though I am not a lawyer, you are 
in contempt of the Senate now, and we would have to ‘ask the full 
committee and the Senate, in my judgment, that you be adjudged 
in contempt. 
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Doesn’t this make any impression upon you, Mr. James? 

Mr. James. Is that in the form of a question, Mr. Chairman? 

Senator Dovuauas. Yes. 

Mr. James. I respectfully refuse to answer on the ground that 
the answer may tend to incriminate me. 

Senator Dove as. Mr. Leece. After each question, I shall have to 
direct you to answer. 

Mr. Lerece. Mr. James, the subpena to which I have referred, which 
was served wet you personally on March 10, called for the following 
records: No. 1, a copy of the letter which you wrote under date of 
July 15, 1951, to Security Mutual Life Insurance Co. and/or Haines 
B. Wickes of that company, and wherein mention was made of pay- 
ment by the insurance company for expenses incurred by the Laundry 
Workers International Union. 

May I ask, do you have that record with you? 

Mr: James. I respectfully refuse to answer on the ground that 
the answer may tend to incriminate me. 

Senator Doveias. Mr. James, I must direct you to answer the 
question. 

Mr. James. I respectfully refuse to answer on the ground that the 
answer may tend to incriminate me. 

Mr. Lerce. Item 2, a copy of the letter which you wrote under 
date of July 27, 1951, to Security Mutual Life Insurance Co. and/or 
Haines B. Wickes of that company, and wherein mention was made 
of payment by the insurance company for expenses incurred by the 
Laundry Wor ‘kers International Union. 

Do you have that record with you at this time? 

Mr. James. I respectfully refuse to answer on the ground that 
the answer may tend to incriminate me. 

Senator Dovctas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer on the ground that 
the answer may tend to incriminate me. 

Mr. Lerce. Item 3, any memoranda, receipts, bankbooks, canceled 
checks, or other documents showing your disposition of the sum of 

$85,000 paid you as‘an officer of the Laundr y WW orkers International 
Union by the Security Mutual Life Insurance Co. during the period 
January 1, 1951, through September 30, 1953 

Do you have those records with you, Mr. James? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovuc.as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on thie 
ground that the answer may tend to incriminate me. 

Mr. Lerece. Item 4, copy of the bargaining agreement dated July 
9, 1951, between the Greater Chicago Hotel Association and Laundry 
Workers International U nion, Local 46, Chicago, Ill. 

Do you have that document with you, Mr. James? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovc.as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Item 5, all records of receipts and disbursements, in- 
cluding all records showing contributions received and premiums 
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and expenses paid of the local 46 welfare fund, hotel division, of 
which you were a trustee during the period April 1, 1951, through 
March 31, 1953. 

Do you ‘have those records with you, Mr. James? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 

ground that the answer may tend to incriminate me. 

Mr. Leece. Item No. 6, all canceled checks and deposit slips for 
the account of the Hotel Laundry Workers International Union, 
Local 40, welfare fund, maintained in the Central National Bank in 
Chicago during the period July 9, 1951, through March 16, 1953. 

Do you have those records with you, Mr. James ¢ 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doucuas. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may as to incriminate me. 

Senator Doveias. Mr. James, I don’t know whether you have con- 
sulted attorneys or not, but I must warn you that in my judgment 
you are laying yourself open not only to contempt charges, but to 
conviction on the ground of contempt, and this is a very serious 
matter. 

You have been in sessions with this committee the last few days. 
I think you have seen that we have not tried to bulldoze witnesses 
or take unfair advantage of them in any way. We have allowed them 
their day in court, but I think you are treating the Senate and the 
Government of the United States in a contemptuous manner by refus- 
ing to either produce these documents or make any statement about 
them, and I must—I don’t know whether you have attorneys or not, 
but I think if you have, they have given you very bad advice. 

If you do not have them, I would certainly urge you to get attorneys 
as quickly as possible, and I would be willing to ‘adjourn the session 
for 15 minutes until you did get an attorney. 

Mr. Leece ¢ 

Mr. Leece. Item 7. All canceled checks and deposit slips for the 
account EK. C. James, 1640 West Van Buren, maintained in the Mer- 
chants National Bank of Chicago, for the period January 9, 1951, 
through November 30, 1954. 

Do you have those records with you, Mr. James? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveias. Mr. James, I must direct you to answer that 
question. Would you please answer that question ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lrecr. Item 8, all records showing the receipt and disbursement 
by you of moneys received by you as “welfare deputy for Laundry 
Workers International Union, Local No. 46, Chicago, during the 
period October 1, 1950, through November 30, 1954. 

Do you have those records with you, Mr. James ? 
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Mr. James. I respectfully refuse to answer the question on the 
eround that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
oe that the answer may tend to incriminate me. 

Mr. Leece. Item 9, copies of correspondence or memoranda wherein 
you informed the Greater Chicago Hotel Association or any member 
of that association and/or the trustees of the social-security depart- 
ment, Laundry Workers International Union, of the receipt of divi- 
dends paid by the Security Mutual Life Insurance Co. under dates 
of July 9, 1952, and July 22, 1953, to the trustees of local 46, welfare 
and hotel division of the Laundry Workers International Union, 
AFL. 

Do you have those records with you, Mr. James ? 

Mr. James. I don’t understand that question. 

Mr. Leecer. I will reread it. 

Item 9, poate of correspondenc e or memoranda wherein you in 
formed the ( rreater Chicago Hotel Association or any member of that 
association, and/or the trustees of the social security ene nt, 
Laundry Workers International Union, of the receipt of dividends 
paid by the See urity Mutual Life Insurance Co. under dates sof July 
9, 1952, and July 22, 1953, to the trustees of local 46, welfare and hotel 
divi a! of the ie Workers International Union. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovctias. I must clirect you to answer that question, Mir. 
Tames, 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lercr. Item 10, copies of your Federal tax returns for the years 
1949 through 1953, inclusive. Do you have those records with you! 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovucias. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerece. Item 11, any memoranda, receipts, bankbooks, canceled 
checks, or other documents showing your disposition of moneys paid 
you as an individual or as “ officer of the Laundry Workers Inter 
national Union by Louis B. Saperstein, the Harlew Agency, Inc., the 
Harlew Agency of Illinois, the Harlew Agency of California, during 
the period from April 1, 1950, through September 30, 1954. 

Do you have those rec a with you, Mr. J: ames 

Mr. Janes. I don’t understand that question, Mr. Leece. 

Mr. Leecr. I will read it again. 

Any memoranda, receipts, bankbooks, canceled checks, or other 
documents showing your disposition of moneys paid you as an in- 
dividual, or as an officer of the Laundry Workers International . nion, 
by Louis B. Saperstein, the Harlew Agency, Inc., the Harlew Agency 
of Illinois, or the Harlew Agency of ¢ ‘alifornia, during the period 
from April 1, 1950, through September 30, 1954. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 
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Senator Doucias. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. Mr. Chairman, with your permission, I would move 
the admission of the subpena, together with the list of documents 
subpenaed for the record. 

Senator Doucias. That will be done. 

(The subpena referred to was marked exhibit No. 33.) 








Exursit No. 33 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Mr. Eugene C. James; Business: 1640 West Van Buren, Chicago, Ill.; Home: 
823 South Main Street, Wheaton, Ill., Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Subcommittee on Welfare and Pension Funds, of the Senate Com- 
mittee on Labor and Public Welfare of the Senate of the United States, on 
March 17, 1955, at 10 o’clock a. m., at their committee room P-—63, The Capitol, 
Washington, D. C., then and there to testify what you may know relative to the 
subject matters under consideration by said committee, and produce the follow- 
ing: 

See attached list. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To Blake EF. Turner, Investigator, to serve and return. 

Given under my hand, by order of the committee, this Ist day of March, in 
the year of our Lord 1955. 


Paut H. DovuGtas, 
Chairman, Senate Subcommittee on Welfare and Pension Funds. 


Marcu 10, 1955. 

I made service of the within subpena by personal service on the within-named 

Eugene C. James, at 1640 West Van Buren, Chicago, Ill., at 2:28 o’clock p. m 
on the 10th day of March 1955. 


” 


BLAKE E. TURNER, Investigator. 








SuBPENA EUGENE C. JAMES 


1. Copy of the letter which you wrote, under date of July 15, 1951, to Security 
Mutual Life Insurance Co., and/or Haines B. Wickes of that company and 
wherein mention was made of payment by the insurance company for expenses 
incurred by the Laundry Workers’ International Union. 


» 


2. Copy of the letter which you wrote, under date of July 27, 1951, to Se- 
curity Mutual Life Insurance Co. and/or Haines B. Wickes of that company 
and wherein mention was made of payment by the insurance company for ex- 
penses incurred by the Laundry Workers’ International Union. 

8. Any memoranda, receipts, bankbooks, canceled checks, or other documents 
showing your disposition of the sum of $85,000 paid you as an officer of the 
Laundry Workers’ International Union by the Security Mutual Life Insurance 
Co. during the period January 1, 1951, through September 30, 1953. 

4. Copy of the bargaining agreement, dated July 9, 1951, between the Greater 
Chicago Hotel Association and Laundry Workers’ International Union Local 46, 
Chicago, Il. 

5. All records of receipts and disbursements, including all records showing 
contributions received and premiums and expense paid, of the local 46 Welfare 
Fund (Hotel Division) of which you were a trustee, during the period from 
April 1, 1951, through March 31, 1953. 

6. All canceled checks and deposit slips for the account “Hotel Laundry 
Workers’ International Union No. 46 Welfare Fund” maintained in the Central 
National Bank in Chicago during the period from July 9, 1951, through March 
16, 1953. 
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7. All canceled checks and deposit slips for the account “E. C. James, 1640 
West Van Buren” maintained in the Merchants’ National Bank of Chicago, for 
the period January 9, 1951, through November 30, 1954. 

S. All records showing the receipt and disbursement by you of moneys re- 
ceived by you as welfare deputy for Laundry Workers’ International Union 
Local 46, Chicago, during the pericd October 1, 1950, through November 30, 1954. 

%. Copies of correspondence or memoranda wherein you informed the Greater 
Chicago Hotel Association, or any member of that association, and/or the trus 
tees of the social security department, Laundry Workers’ International Union, 
of the receipt of dividends paid by the Security Mutual Life Insurance under 
dates of July 9, 1952, and July 22, 1953, to the trustees of local No. 46 welfare 
and hotel division of the Laundry Workers’ International Union A. F. of L. 

10. Copies of your Federal tax returns for the years 1949 through 1953, 
inclusive. 

11. Any memoranda, receipts, bankbooks, canceled checks, or other documents 
showing your disposition of moneys paid you as an individual or as an officer of 
the Laundry Workers’ sahedeenitateas Union by — B. Saperstein, Harlew 
Agency, Inc., Harlew Agency of Illinois, or Harlew Agency of ¢ ‘alifornia, during 
the period from April 1, 1950, through September 30, 1954. 

Senator AtLorr. May I see that / 

Mr. Leece. Yes, sir. 

Senator Dovucias. Mr. Leece, will you continue ? 

Mr. Leecr. Are you presently an officer in local 46 in Chicago of 
the Laundry Wor kers International Union, Mr. James? 

Mr. James. I respectfully refuse to answer the question on the 

ground that the eer may tend to incriminate me. 

Senator Dovetas. I direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. Are you an international officer of the Laundry Workers 
International Union / 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respect fully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. What salaries do you receive from either local 46 or 
from the international, union, Mr. James / 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovetas. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leecr. Have you ever been identified with any other union, 
either as a member or as an officer / 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveéias. I must direct you to answer that question, Mr. 
James, 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Ives. Could you talk a little louder? I just got here. My 
hearing may be a little poor, but I can’t hear you. 

Mr. JAME s. Are you addressing that question to me 4 

(Discussion off the record. ) 
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Mr. Leece. Have you ever been an officer with local 23814 of the 
Music Maintenance Workers, Mr. James? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator DouvGuas. I direct you to answer. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Have you ever been an officer of the Foundry Workers 
International Union ? 

Mr. James. I didn’t understand the question. 

Mr. Leece. Have you ever been an officer of the Foundry Workers 
International Union? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dove.as. I must direct you to answer that question, Mr. 
James, 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Have you ever received a salary or compensation of any 
kind from the International Brotherhood of Teamsters ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may te nd to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. Have you ever been identified with local 129 of the 
laundry workers in Detroit, either as a member or as an officer ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Mr. James, there has been testimony over the past sev- 
eral days to the effect that something over $900,000 in premiums paid 
by the social security department to the broker in this case, namely, 
Mr. Louis B. Saperstein, was never, in fact, paid to the insurance 
company, but rather, diverted by that agent and paid to the Laundry 
Workers International Union through checks addressed to you in 
Chicago. 

Did you, in fact, receive any of those moneys? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atorr. May I interpose a question ? 

Senator Doucuas. Yes. 

Senator Auxorr. If you did not receive those moneys, did those 
moneys go into the fund of the International Laundry Workers 
Union ¢ 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dove.as. I must direct you to answer the question. 
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Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atiorr. In other words, you do contend that it is self 
incriminating for you to put the money where it was supposed to 
go, is that right? 

Mr. James. Is that in the form of a question ¢ 

Senator Atvorr. That is in the form of a question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator AtLorr. I would like to have him specially directed to 
answer that question. 

Senator Dove.as. | will direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to pidge em ite me, 

Senator AtLorr. That is all I have, Mr. Chairman. 

oe Lreece. Were these funds received by you, Mr. James, pursuant 

any agreement you might have had with Mr. Saperstein / 

ie James. 1 respect fully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. What disposition was made of these funds by you? 

Mr. James. I respectfully refuse to answer the que stion on the 

ground that the answer may tend to incriminate me. 

Senator Douerias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Were these funds paid to the Laundry Workers Inter- 
national Union ¢ 

Mr. Jemes. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveias. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 

ground that the answer may tend to incriminate me. 

Mr. Lrece. Were they paid by you to the social security department 
of the ee Workers International Union ? 

Mr. James. I didn’t understand the question. 

Mr. Lerce. Were these funds paid by you to the social security 
department of the Laundry Workers International Union? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me, 

Senator Doveias. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. Are you now, or have you ever been associated in any 
way with the social security department of the Laundry Workers 
International Union? 

Mr. James. Mr. Leece, will you state that question again? 

Mr. Leecr. Yes. Are you now, or have you ever been officially 
associated with the soe ial security department of the Laundry Work 
ers International Union / 

Mr. James. I respectfully refuse to answer the question on he 
ground that the answer may tend to incriminate me. 

Senator Doucgtas. I must direct you to answer that question. 
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Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. Mr. James, there has also been testimony that funds 
totaling $85,000 were paid to you over about a 2-year period by the 
Security Mutual Life Insurance Co. in the form of aa payable to 
you monthly in the amount of $2,500. 

Did you rec “a those moneys ? 

Mr. James. I didn’t understand that, either. 

Mr. Lexce. I will repeat the question. 

Mr. James. Thank you. 

Mr. Lerce. There has been testimony that over a 2-year period, 
funds totaling $85,000 in the form of monthly checks amounting to 
$2,500 per month were paid to you by that insurance company. 

Did you, in fact, receive those moneys ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveas. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovetas. Mr. James, don’t you realize that in making this 
constant refusal to answ er innocent questions that you are putting 
your own international union in disrepute; that you are casting sus- 
picion upon your associates and doing immeasurable damage 

Mr. James. (No response.) 

Senator Ives. I would like to ask a question there. 

Is there any question that we can ask you the answer to which will 
not incriminate you é 

Mr. James. I didn’t hear you. 

Senator Ives. Is there any question that we can possibly ask you 
here the answer to which will not incriminate you 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Ives. I must insist that you answer that question. 

Do you mean to tell me that you are so guilty that you can’t answer 
anything at all? 

Mr. James. Is that in the form of a question ? 

Senator Ives. That is in the form of a question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Chairman, it doesn’t necessarily mean that a man is guilty be- 
cause he refuses to answer questions. 

Senator Dovaetas. I understand. 

Senator Ives. I understand that. 

Mr. James. From the Senator’s remarks, I am definitely guilty ac- 
cording to what he just said. 

Senator Ives. We Hi, your answer could have been no. 

Mr. James. Is that in the form of a question. 

Senator Ives. No; it isin the form of what you could do. 

Senator ALtorr. In other words, Mr. James, to state this clearly for 
the record, you are sworn to tell the truth. In fact, the questions 
which have been asked, you refused to answer. You said that you 
refused to answer because they would incriminate you. In fact, when 
such answers would not have done so, you have violated the oath which 
you have taken and perjured yourself. Do you understand that ? 

I am asking you a question. 
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Mr. James. I respectfully refuse to answer that question on the 
ground that the answer may tend to incriminate me. 

Senator AtLorr. You understand if you give that answer when the 
question and the answer are not questions which might tend to in 
criminate you, that you are perjuring yourself? Do you understand 
that ¢ 

Mr. James. Well, could I ask a question ? 

Who is to determine whether it will incriminate me or not? You 
or me? 

Senator Atxorr. That is for you to decide. But eventually a court 
will decide it, sir. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerecre. What services were you to perform or was the interna 
tional to perform, Mr. James, in return for the $2,500 a month being 
paid to you by the carrier in this case ? 

Mr. James. Would you repeat the question 

Mr. Lerece. What services were you as an officer or was the inter- 
national to perform in return for the $2,500 a month ¢ ompe nsation you 
were receiving from Security Mutual Life Insurance Co. ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Lrece. Can you give me one reason why that question should 
incriminate you, Mr. James ? 

Mr. James. I didn’t hear that question. 

Mr. Lerce. Can you give me a reason why that would incriminate 
you in any way, the answer to that question / 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Was not the social security department already recel\ 
ing a 5-percent discount of premium for services rendered in the ad 
ministration of this welfare plan ? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dovceias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Were any of these checks, these $2,500 checks of the 
Security Mutual Life Insurance Co., payable to you as the adminis- 
trator of the welfare fund of the Laundry Workers International 
Union ¢ 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dove.as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Lerce. Have you at any time served as a welfare deputy for 
local No. 46 in Chicago of the Laundry Workers International Union 

62033—55—pt. 2———24 
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Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dove.as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. By whom were you appointed welfare deputy of local 
No. 46¢ 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Will you state your duties as welfare deputy for local 
No. 46% 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dovcias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Were you paid any money for services rendered by you 
as welfare deputy for local No. 46? 

Mr. James. I didn’t understand that question, Mr. Leece. 

Mr. Lerce. Did the social security department of the Laundry 
Workers International Union pay you any moneys for services ren- 
dered by you as welfare deputy for local No. 46? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doveras. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doucias. Mr. James, I suppose it is useless to argue with 
you. But I am trying to save you from yourself. You are casting 
a cloud of suspicion upon yourself, upon your associates, upon your 
international union which you are secretary-treasurer of, on a large 
number of other people also. And at the very least, it would seem to 
me that you could do what Mr. Saperstein did this morning and an- 
swer specific questions, and then only claim the fifth amendment on 
those points which you think - my would incriminate you. 

Mr. Lerce. Did you, Mr. James, on January 9, 1951 open a spe- 
‘lal 

Senator Doveras. Let it be said that I did not approve of Mr. Sap- 
erstein’s refusing to answer the crucial questions; but he at least met 
us one-quarter of the way. 

Mr. Lerece. Did you on January 9, 1951, Mr. James, open a special 
account at the Merchants National Bank in Chicago in the name of 
Kk. C. James, 1640 West Van Buren Street ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doveras. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Leecr. Was this account opened by you to handle disburse- 
ments in connection with services rendered by you and your associ- 
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ates in the administration of the welfare fund for your Chicago local ¢ 

Mr. JAMES. l respectfully refuse to answer the question on the 
cround that the answer might tend to incriminate me. 

Senator Doucuas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
cround that the answer might tend to incriminate me. 

Mr. Leece. Mr. Chairman, I have a photostatic copy of a signature 
card certified by the Merchants National Bank of Chicago as a true 
copy of the original signature card executed by Mr. James which in 
dicates that Mr. BE. C _ James i is authorized to write against the account. 

Senator Dovcias. Would you identify your signature, Mr. James / 

Is that your signature / 

Mr. James. I respectfully refuse to answer the question on the 
eround that the answer might tend to incriminate me. 

Senator Doucias. That will be introduced in evidence: 

(The documents referred to were marked “Exhibits 34—A and B.") 
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Mr. Lrecr. I also have a photostatic copy of 12 ledger sheets on that 
account beginning January 9, 1951, and ending November 11, 1954. 

Senator Doveias. That will be made a part of the record. 

(The documents referred to were marked “Exhibits 35—A to 35-L.”) 
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Mr. Lerece. Mr. James, on May 11 a check was written for $345 on 
that account. On June 8, two checks each in the amount of $2,000 
were written against that account. On January 25, 1952, a check for 
5600 was written against the account. On February 6, a check for 
$4,494.01 was written against the account. On March 14, a check 
for $2,000 was written against the account. On May 9, 1952, a check 
for $500 was written. On June 12 a check for $2,913 was written. On 
October 9, 1952, a check for $1,000 was written. On January 2, 1953, 
a check for $2,000 was written. Again on January 9, 1953, a check 
for $2,000 was written. Andon January 23, 1953, a check for $1,323.73 
was written. On April 13 a check for $662.50. On November 18, 
1953, a check for $2,500. On December 10, 1953, a check for $2,000. 
On January 4, 1954, a check for $2,242.48. Again on January 22, : 
check for $3,000. And finally on November 11, 1954, a check for $3,000. 

Will you tell the committee, please, sir, what the purpose of those 
checks was ? 

Mr. James. What account are you referring to? 

Mr. Leecr. I am referring to a special account opened in your 
name, 1640 West Van Buren Street, Chicago 12, Ill., in the Mer- 
chants National Bank in Chicago. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer may tend to incriminate me. 

Mr. Leece. Did you account to anyone, Mr. James, for moneys you 
may have received from the social-security department in connection 
with your administration as a welfare deputy of the Chicago local 
welfare fund? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovetas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer may tend to incriminate me. 

Senator Doveias. Mr. James, I think I should advise you that each 
question to which the fifth amendment cannot be claimed is a separate 
act of contempt against the dignity of the Senate, and hence separately 
and cumulatively subject to punishment. 

Mr. JAMEs. Could I ask the chairman a question, please? 

Senator Doveas. If it is appropriate. 

Mr. James. Is this my personal account he is referring to, or what 
is it? 

Can I see it? 

Senator Doveras. Certainly. 

Mr. JAmes. There were many checks drawn on this account. Many 
checks drawn on this account. 

Mr. Lerce. I have read about 20 of them, Mr. James. Will you 
tell us the purpose for those checks? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 
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Mr. Leece. You have just stated, Mr. James, that there were many 
checks written against that account. Will you tell us the purpose 
of any of them / 

Mr. James. | respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dovucias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Did you serve as a trustee for the welfare fund of local 
No. 46 in Chicago ¢ 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doucias. | am going to make Senator Ives acting chair 
mah now, 

Mr. Lerce. Is Mr. Byers associated with you as a trustee for that 
local No. 46 fund? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Ives. I must insist that you answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Was an audit ever made of this fund ? 

Mr. James. I don’t understand that question. 

Mr. Leece. Was an audit ever made of the welfare fund of local 
No. 46 which you and Mr. Byers served as trustees for 4 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Ives. I must direct you to answer that question, Mr. James. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Lerce. Was the insurance premium on the coverage of that 
local reduced at any point during the life of the policy ¢ 

Mr. James. I don’t know what you are referring to in that question. 

Mr. Lerce. Was the insurance premium as applied to the member- 
ship of the welfare fund of local No, 46 reduced at any point in the 
life of that program ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Ives. I must direct that you make that reply, Mr. James. 

Mr. James. Sir? 

Senator Ives. I must direct that you answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Mr. Lerce. Did you report to the employers contributing to that 
program in any way, shape, or form during the time that you served 
the fund as trustee ? 

Mr. James. I didn’t get that, Mr. Leece. 
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Mr. Leece. Did you make any report of any kind, financial or other- 
wise, to the employers contributing to that program or their repre- 
sentatives ¢ 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Ives. I must direct that you answer the question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Lerce. Did you, as a trustee of this local No. 46 welfare fund, 
at any time receive a check from Security Mutual Life Insurance Co. 
in payment of a dividend on the policy covering that local, the in- 
surance policy covering that local? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer maak tend to incriminate me. 

Senator Ives. I must direct that you answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Lerece. Were the funds accruing from that check ever turned 
over to the social-security department at Indianapolis? 

Mr. James. I didn’t hear that, Mr. Leece. 

Mr. Lesce. Were the funds accruing from that check, namely, the 
dividend check to which I have just referred, ever turned over to the 
social-security department of thes Laundry Workers Internationa] 
Union? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer mi it tend to incriminate me. 

Senator Ives. I must direct that you answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Mr. Chairman, I have a photostatic copy of a signature 
card in connection with the Hotel Laundry Workers International 
Union, Local No. 46, Welfare Fund, of the Central National Bank of 
Chicago certified by the bank as a true and correct copy of the orig- 
inal in their files which indicates that Sam J. Byers and E. C. James 
as trustees were authorized to write against that account that I have 
just identified. 

Senator Dovexas. I will ask Mr. James if he will identify it. 

Will you identify the signature ? 

Mr. James. Identify whose signature? 

Senator Dove.as. Identify your signature on the reverse. It is 
on the reverse side. 

Mr. James. I respectfully refuse to answer the question on the 
cround that the answer might tend to incriminate me. 

Senator Dovetas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dove.as. It will now be made a part of the record. 

(The documents referred to were marked “Exhibits 36-A and B.”) 
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Mr. Leece. Mr. Chairman, I also have a photostatic copy of the 
statement of that account maintained by the Central National Bank 
and certified as a true and correct copy of the original maintained by 
that bank. 

The records indicate that this account was closed out on March 13, 
1953, with the withdrawal of $17,089.10. 

Mr. James, only you and Mr. Byers were authorized to draw against 
that account. Did you, in fact, draw a check for $17,089.10 on March 
13, 1953? 
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Mr. James. I respectfully refuse to answer that question on 
ground that the answer might tend to incriminate me. 

Senator Dovceias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on 
ground that the answer might tend to incriminate me. 

Senator Ives. Who did draw the check at that time? 

Mr. James. I beg your pardon, sir. 

Senator Ives. Who did draw the check? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dovetas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. Was the check made out to your account? Did 
you make the check out to yourself? 

Mr. James. I didn’t hear you. 

Senator Dovetas. Did you make the check out to yourself? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dove.as. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Isn’t it true that only you and Mr. Byers were authorized 
to write against that account ? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. Did you at that time or at any time thereafter turn over 
that money to the social security department of the Laundry Workers 
International Union? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Mr. Leece. With your permission, I would like to move the ad- 
mission of this. 

Senator Dovetas. It will be made a part of the record at this point. 

(The documents referred to were marked “Exhibits 37—A to 37-D.”) 





WELFARE AND PENSION PLANS 


Wete? tasumtr; Porters 
fetersstione! Gates | 
Ee FARe Fund . 

t640 Feet gaa Baran Street 
Chteage i@,. [lidneia 


eh gat 


CH LP Ral ance 


CORR NAIR 2000 208 


‘tl 0434 
,2588@ae 
LASS FR 2 

So 4 
} REE 75 3 
LRP SSS A 
42,2454 2 





CRF BA Ane 


~ peer 


GLA 97 24 
i%2253 6 


,4,20034 
BASES 


667158 
.4,40296 
LL S77Sa 
a? 9654 


&7?625 


&91 582 
F9%zZB2 


Qasasz 
0575.52 
Q49282 


GSR2GHS 
7,9 0507 
788027 
04589865 
G566A% 


54145 


8K OS 
of 
oes z 
" 


$4 > 


WELFARE AND PENSION 


PLANS INVESTIGATION 


ExHIBIt 37-B 


Fotel Leurtry Sorters 


fntereationa! Unien Local #46 
SELPARE FUND 


ib49 fest Vas Buren Street 
Chicago i2. {titsets 


210 wiles; 
WY $95 


NOY 7%) 
NW 1354 


8O¥ £9°5) 
HC 7%} 
MOI: 
we 12%} 


Get 14a 
BEC L I) 
HE x3 4 
HEEL 
LLP: 
dah 4% 
JAS LOR? 
SARL 7 2 
JANET 7 
dan ZS? 
jaw SE SC 
JAN EL 2 


eee: 


ane 


MARL ANY 
MAN LT SE 


mak S42 
APR BT 


ig 4 
APR LOS. 


coe eeapsemaces, 


BALAREE 


11,225.34 
1420034 


86965 % 
867 1.3% 


1490289 
11377299 
&7 968 


A76228. 


j 


8.01 $83 
783283 
19,658.58; 
1Q575.5% 
LO4928% 
1O0,5208¢% 
7,9 C89 
7,28 007 
4345 968 
13,5664% 
1254.44 
3956953 
ac2at : 
7939-4 
+o8343 
1363 4 
1332448 
19,8904; 


40,8288) 


1980384 


220944 - 


4 3 
be ty Foe 





WELFARE AND PENSION PLANS INVESTIGATION 603 


ExHisir 37-C 


Reeel Launtry tors ore rm 

‘ heat 9b 
Capen Rtrect 

Cot eane 1B. Thtfnste 


+m CAL Ame i cueces 


CPOE OO MEM IMI Ci ee 


i O93 ZA 3\. BALsn le POR were 


{402054 


19948 % 


*®4E 259 + : . om 
se hi 337 Gi 


1437962 Re? PG a 8" 11,3546: 


114,35442 ; 2 Pee. | A 9%: 49878 
a987 8S 25.06 ej pa i 89628) 


ti 


1604062 eae k WL 29%: 1 a6754¢ 


L887536 


a4 See 


(teem &, 


193747 
1 93497 4 
1675450 


& Qe 


nas 
1995246 BRA 
5 FERRE 1 %4ASBAE 


Sppadestids A240 Bry Aides 


£240626.4- 
2%9901.36 
147414 


wows wm Bedi 2usaseei« 


CENTH «2 M4 TiO» 











604 WELFARE AND PENSION PLANS INVESTIGATION 
ExuHisir 387—D 
4 
Hotel Laundry Gert | 
Intern : 
ermations| Ustes Lovsi 1 
1640 fest van Buree Street ‘ 
Chicae, )¢. eae 
sstmosecleted asus armerte ee eee 
~s e DeLAm® 
‘ ease T: 
€QO07514 
LAOS A214 : 2% 4- an SSS 2 27 241 
27240 m3 1718949 
1728920 19000 FERIG SS 140693 
Senator Douctas. I must direct you to answer that question. 
Mr. James. Mr. Chairman, can I see this report, please? 
Senator Dovenas. Yes. 
Mr. Leece. I have no further questions, Mr. Chairman. 
Senator Doueias. Senator Ives? 
Senator Ives. I have no questions. 
Senator Doueias. Senator Allott ? 
Senator Atuorr. Mr. James, you stated that your name was Eugene 


C. James after you had been sworn to tell the truth and nothing but 


the truth. 
Mr. 


Mr. 


JAMES. 
Senator 


Are you also known as Jimmy James ? 
Is that in the form of a question 
ALLOY i Y es, 


James. I respectfully refuse to answer the question on the 


ground that the — might tend to incriminate me. 


Senator 


Mr. 


JAMES. I 


Ives. I direct that you answer that question, Mr. James. 
| 


respectfully refuse to answer that question on the 


ground that the answer might tend to incriminate me. 
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Senator ALLOT?Y. Is Kugene (. James your true legal name ¢ 

Mr. James. I respect fully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Dovenas. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 

ground that the answer may tend to incriminate me. 

Senator Atvorr, Are you presently known under any alias? 

Mr. James. | respect fully refuse to answer the question on the 
ground that the answer might tend to incriminate me, 

Senator Dovetas. I must direct you to answer that question. 

Mr. James. (No response.) 

Senator Ives. You have been directed to answer. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Mr. Chairman, I am a little hard of hearing. 

Senator Ives. So am |. You talk so low that I can’t hear you 
either. 

Mr. James. | haven't got a pinchhitter for me, though. 

Senator Ives. You have more volume than you are showing. 

Senator ALLorr. Under oath you gave your address as 1640 West 
Van Buren Street, Chicago, II. 

Is that your business address ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. | must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Avivorr. If that is your business address, where is your 
home address? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doucias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator AtLorr. Is your home address 823 South Main Street, 
Wheaton, Ill. ? 

Mr. JAmEs. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator DoucGias. I must direct that you answer that question. 

Mr. James. I respect fully refuse to answer that question on 
cround that the answer might tend to incriminate 

Senator ALLorr. How old are you, Mr. James? 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to-incriminate me. 

Senator Ives. Do you know your age ¢ 

Mr. James. Is that inthe form ofa question / 

Senator Ives. That is a question, yes. 

Mr. James. I respectfully refuse to answer the question on the 
cround that the answer might tend to incriminate me. 

Senator Ives. I direct you to answer it. 

Mr. James. I respectfully refuse to answer that question on 
ground that the answer might tend to incriminate me. 

Senator ALLorr. What is your legal occupation, if you have any? 

Mr. James. Repeat the question, please. 
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Senator Atiorr. What is your legal occupation, if you have any? 

Mr. James. If I have otal 

Senator Atuorr. Yes, if you have one? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Ives. I direct that you make that answer to that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator Ives. Do you have a legal occupation ¢ 

Mr. James. Is that another question ? 

Senator Ives. Yes. 

Mr. James. I didn’t know whether that question was hooked in 
with his question or not. 

Senator Ives. I asked if you have a legal occupation. 

Mr. JAMES. Which question are you asking me now? 

Senator Ives. I am asking if you have a legal occupation. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dovexas. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dovexas. I would suggest to my fellow members that the 
questions be addressed to points connected with this case or aspects 
which they think are important to this case. 

I think perhaps it would be well not to engage in a fishing expedi- 
tion. 

Senator Ives. These are pertinent questions. 

Senator Attorr. Mr. Chairman, on that point may I suggest to you 
that we do not even have any assurance as to the identity of this person. 

Senator Doveias. Yes, I know. The witness has been very con- 
temptuous toward the committee. 

Senator Atiorr. Are you an American citizen ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dovaeias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that it might tend to incriminate me. 

Senator AtLorr. Where were you born? 

Mr. James. I respectively refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dove.as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that it might tend to incriminate me. 

Senator Atiorr. Now, are you the same person who on two occasions 
since these hearings started buttonholed me over to your left and my 
right of the desk here and asked me to put questions to various 
witnesses ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. Will you make a statement for the record on that ? 

Senator AtLorr. Yes. I will make a statement for the record. 

I think the record indicates that, because each time I did it I said 
that Mr. James had asked me to put the questions. And this man who 
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is presently on the witness stand is the same person who on two occa- 
sions asked me to put questions to witnesses in his behalf. 

Senator Doueias. The Chair will say that he allowed those ques- 
tions to be put. 

Senator At.orr. And answered also. 

Senator Doveias. And answered, yes. 

And I think that indicates that the committee has given the witness 
every possible protection, every possible aid, to which he is legally en- 
titled, and more. We have made every effort to be fair and have 
leaned over backward in a desire to give him a fair hearing. 

And in return for this fair treatment, he is refusing to answer even 
simple questions. 

Senator Atvorr. Are you still an officer of the Chicago Local No. 46 
of the Laundry Workers International Union ¢ 

Mr. James. I respectfully refuse to answer the question on the 
vround that the answer might tend to incriminate me. 

Senator Atvorr. Are you still an officer of the International Laun- 
dry Workers Association ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dovuaias. I must direct you to answer both of those 
questions. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Atvorr. Has any action been instituted in court or within 
the union to depose you as an officer of either one of those unions ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doveuas. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Auuorr. Did you bring any records with you to this 
hearing ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doves. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Atzorr. Did you bring a copy of the subpena that was 
served upon you to this hearing? 

Mr. JAmes. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Dove.as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Auxorr. Is it not true, Mr. James, that at the executive 
session you did produce out of your pocket a copy of the subpena that 
was served upon you ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doveias. The Chair will state for the record that the 
answer to that question is “Yes,” that Mr. James, without testifying or 


giving any verbal testimony, did bring out of his pocket a copy of the 
subpena. 
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Senator ALvorr. Have you during the last 5 years owned or oper- 
ated or participated in the operation of a stable of horses 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Douatas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer might tend to incriminate me. 

Senator ALiorr. Were you an officer of the Illinois Harness Horse- 
mens Association ? 

Mr. James. Will you repeat that ? 

Senator ALiorr. Were you an officer of the Illinois Harness Horse- 
mens Association 4 

Mr. JAmes. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doueias. I must direct you to answer that question, Mr. 
James. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Autxuorr. Isn’t it true that you did divert one $2,500 check 
sent to you by Security Mutual to the Illinois Harness Horsemens 
Association so that it entered the funds of that association ? 

Mr. James. Have you got the check so I could see it? 

Senator AtLorr. Do you have the check available? 

Senator Doucias. That will be shown to you later, Mr. James. 

Senator Anuvorr. While they are looking for it, 1 will proceed. 

Mr. Chairman, I have a statement to make at this time, because the 
Chair may feel, and the committee may feel, that I may be going far 
afield in my questions concerning this man. 

However, these questions in view of his continued refusal to answer 
any such questions even as to what his legal occupation is, I think, are 
not going too far. If the Chair feels otherwise, 1 will defer to the 
decision of the Chair and my colleague, Senator Ives. 

Senator Doucuas. You may proceed. 

Senator Atsorr, Mr. James, | hand you herewith check No. 352465 
of the Security Mutual Life Insurance Co. dated May 6, 1952, and 
signed by Mr. Russell, president and made payable to E. C. James, 
acting secretary-treasurer of the Laundry Workers International 
Union for $2,500 and with the endorsement on the back of it as fol- 
lows: “Pay Central National Bank 10152 in Chicago or order 10152 
for deposit only, Illinois Harness Horsemen’s Association” ! and I ask 
you if you caused that endorsement to be placed on that check, which 
bears no written signature. 

Mr. James. Could I ask the chairman a question ¢ 

Senator Doucias. Yes. 

Mr. James. This check is made out to E. C. James, secretary-treas- 
urer. What is the legal status of that check’ Who is the check made 
tof Who is the check payable to? [I would like to ask that question. 
It says EK. C. James. 

Senator Atiorr. The check speaks for itself. Are you E. C. James? 

Mr. James. The check is made to E. C. James. 

Senator ALLorr. Are you E. C. James? 





* See exhibits 7—A and B, p. 316. 
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Mr. James. | respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me. 

Senator Doucias. | direct you to answer that question, 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer might tend to incriminate me, 

Senator ALLorT?. Now, will you answer ri question concerning the 
endorsement, Mr. James, 

Mr. James. What was your question / 

Senator ALvorr. My question was Whether you put the stamp on 
there or the endorsement of the Ilinois Harness Horsemen's Associ 
tion or caused it to be put . there / 

Mr. James. I respectfully refuse to answer that question on the 

vround that the answer might tend to incriminate me. 

Senator Dovu6ias. The Chair will rule that since it is quite possible 
that such an answer would incriminate the witness, that he is not com 
pelled to answer that question and can legitimately claim his constitu 
tional rights, 

Senator Atvorr. 1 will ask you if you ever had membership in or 
were an officer of the Hlinois Harness Horsemen's Association / 

Mr. James. I respectfully refuse to answer that question on the 
ground that the answer may tend to incriminate me, 

Senator Dougias. Now, | must direct you to answer that question. 

Mr. James. | respectfully refuse to answer the question on the 

ground that the answer may tend to incriminate me, 

Senator Atiorr. I will ask you where the office of the Illinois Hat 
ness Horsemen's Association was ‘ 

Mr. JAmes. | respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me, 

Senator Doveias, 1 must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator ALLorr. Do you Lc aman by the name of Scalise ? 

Mr. James. Whoisthat? I didn't hear you. 

Senator Attorr. Do you know a man by the name of Scalise 

Mr. JAmes. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator DovuGias. I must direct you to answer that question. 

Mr. JAmes. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator ALLorrT. George Scalise. Do you know a 
ame ¢ 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doucias. I must direct you to answer that question. 

Mr. James. 1 respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Attorr. Do you know a man by the name of Anthony 
Corifano, who is otherwise known as “Little Augie” Pisano / 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doucias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 


man by t hat 
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Senator Doveias. You see, these men are under indictment in a 
somewhat similar case in New York, involving another closely re- 
lated welfare fund and therefore the question is very germane. 

I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atxorr. Do you know Sol Cilento? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atiorr. Have you ever paid any money or caused any 
moneys to be paid to any one of these three persons ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovcias. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atiorr. Do you know that they are charged with having 
received $299,000 as a kickback i in funds from Louis Saperstein, who 
testified here this mornin 

Mr. James. I nonacehiby refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator ALtiorr. Were you in Des Moines, lowa, approximately a 
year ago, Mr. James? 

Mr. James. I didn’t hear that, Senator. 

Senator AnLorr. Were you in Des Moines, lowa, approximately a 
year ago? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer that question, Mr. 
James. 

Mr. James. I beg your pardon, sir? 

Senator Dovexas. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Artorr. Have you ever been a member of the Teamsters 
Union? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Axvorr. Isn’t it true, Mr. James, that in 1946 the grand 
jury investigated you in activities in the Teamsters Union in Detroit? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doveras. The Chair will rule that since the answer to this 
question might incriminate Mr. James that he will not direct him to 
answer the question. 
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Senator Atworr. I might point out to the chairman in this technical 

matter that an investigation by a grand jury does not constitute a 
conviction, so the fact that he was investigated, it seems to me, doesn’t 
mean that he was guilty of what he was being investigated for, but 
it is perfectly all right. 

Did you ever draw any money from the unions in Detroit which 
had charge of the jukebox racket there? 

Mr. James. What kind of business ¢ 

Senator Atorr. The jukeboxes. Do you know what a jukebox is? 

Mr. James. Will you repeat the question, please ? 

Senator Atxorr. Did you ever draw any money from those unions 
in Detroit which had charge of the jukebox racket in Detroit? 

Mr. James. I respect fully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Douaeias. I would direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atxorr. I will ask you if, in 1951, you were associated with 
a man by the name of Gerald P. Connolly, now a teamster official in 
Minneapolis in laundry workers organization in Miami ¢ 

Mr. James. Would you repeat that please? I don’t quite under- 
stand the question. 

Senator ALtLorr. Would you read the question back ? 

(The question was read by the reporter.) 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Ives. Do you have a heart condition ¢ 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Auvorr. Is it not true that a subcommittee of the House 
of Representatives of the United States tried to question you with 
respect to that matter, and you pleaded that you had a heart ailment, 
and did not appear? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atiorr. Do you know that one Holston J. Newbold of the 
Miami Laundry Workers testified in Miami court that you were one 
of the persons who furnished money for him to hire boys to throw 
rocks through laundry truck windows, to bomb laundries and commit 
other acts of terror in Miami? 

Do you know that Newbold testified to that ? 

Mr. James. Mr. Chairman, may I ask a question of the committee? 

Senator Dovatas. Yes. 

Mr. James. These questions which he is putting to me is something 
that is way far-fetched from this thing. Am I required to go through 
this and sit here and open up a thing that has got nothing to do with 
what the committee is investigating ? 

Senator Auxvorr. Mr. Chairman, I am not even sure who this man 
is. If I can connect him with these acts 

Mr. James. These questions that the Senator is putting to me are 
questions that have nothing to do with welfare. They are que tions 
that go back years and years past, and I don’t think it is quite proper 
that they should air this thing out on something that is not relative 
to what we are here for. 
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Now, if he requests the answer to the questions, I will have to refuse 
to answer on the ground that the answer may tend to incriminate me, 

Senator DoucLas. You see, Mr. James, ordinarily, I think L might 
agree with you, but you have treated the committee in a very con- 
temptuous fashion, and while we want to be protective of every legiti- 
mate right that you have, it is very urgent for us to be held to the 
strict letter of the law while you take advantage of ever y legal dodge 
that is possible. 

I am sure the Senator from Colorado will try not to ask questions 
which are not connected with the investigation here. 

Senator Au.orr. Well, I want to make this statement, Mr. Chair- 
man. These questions under ordinary circumstances might be a little 
afield, but this person we have here has also been testified to as having 
been both an officer of the local in Chicago, and an officer of the inter- 
national union. 

Therefore, he should know something about these situations which 
occurred in these other places, and I have just 1 or 2 other questions, 
and then I will close this line of questioning. 

I want to know—— 

Mr. James. Just a minute, please. I am not required to answer 
any question that I feel incriminates me in any shape, manner or 
form; is that correct, sir 4 

Senator Dove.as. I think that is true. We hope that you will 
answer the questions, but you have a consitutional privilege not to 
do so. 

Senator Attorr. Now, Mr. James, do you know a Sidney L. Bren- 
nan, who is an international vice president of the teamsters union in 
Minneapolis ¢ 

Mr. James. Mr. Chairman, do I have to answer that ¢ 

Senator Dovenas. Yes; I think you should answer. He happens 
to be a welfare deputy of the laundry workers, though apparently 
not a member. 

Mr. James. He happens to be under indictment. 

Senator Atvorr. Does he? 

Mr. James. Do I have to answer the question, Mr. Chairman? 

Senator Dovetas. I think you must answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator AutLorr. Mr. Reporter, will you read that last question 
back to me ¢ 

(The question was read by the reporter.) 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Ar.orr. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atvorr. And who also has been identified as a welfare 
deputy of the social security department of the Laundry Workers 
International Union. Does that identify him further for you? 

Mr. James. I didn’t get the question, sir. 

Senator Auvorr. I am identifying him further for you. 

Mr. James. The first part of the question 1 didn’t understand. 
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Senator Attorr. He was also a welfare deputy of the Laundry 
Workers International Union. Does that identify him sufliciently for 
you to say whether you know him ¢ 

Mr. JAMES. | respect fully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator AtLorr. Did you pay any money to Brennan by check or 
cash in 1953, 1954, or DDD 7 

Mr. JAMES. | respect fully refuse tO answel the question on the 
ground that the answer may tend to incriminate me. 

Senator Dove as. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
eround that the answer may tend to incriminate me. 

Senator ALLorr. From what funds did you make these payments ‘ 

Mr. James. | respect fully refuse to answer the question on the 
cround that the answer may tend to incriminate me. 

Senator ALLorr. 
Brennan a loan ¢ 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator DouGas. 


Were any of these moneys which you paid to 


I must direct you to answer the question, because 
vou see, the Senator from Colorado is referring to moneys paid to 
Mr. Brennan as an agent of the welfare fund. 

Senator AtLorr. That is right. 

Mr. James. And the question, if I understood it right, 
money; is that correct ¢ 

Senator Atiorr. I said nothing about personal money. 

Mr. James. You said personal loans: didn’t you, sir! 

Senator ALLorr. Or a loan; yes. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Doucias. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 

ground that the answer may tend to incriminate me. 

Senator ALLorr. Now, in case you misunderstood me, Mr. James, | 
will ask you if you paid Mr. Brennan any money from any funds upon 
which you could write a check, whether it was personal or not ? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovucias. I must direct you to answer the question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Atiorr. What services did Mr. 
for you? 

Mr. James. I don’t understand that question. 

Senator Attorr. What services did Mr. Brennan render to you or 
for you for which you paid him these sums? 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Dovetas. I must direct you to answer that question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Auxorr. Is it not true, Mr. James, that last year—in fact 
a year ago—the Bender subcommittee of the United States House of 
Representatives attempted to subpena you in connection with the 

62033—55—pt. 2——26 
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Minneapolis labor racket hearings and were never able to locate you; 
that you hid out? 

Mr. James. Is that question to be answered, Mr. Chairman? Is 
that relative to what we are here for ¢ 

It doesn’t look to me like the Senator is asking questions directly 
concerned with welfare, and he is trying to blacken me up as much as 
possible by his questions that I don’t think are relative to this thing. 

Senator Douetas. Well, the Chair has some uncertainty. I will 
consult with my colleagues. 

The Chair will advise you that you should answer the question. 

Mr. James. Repeat the question. 

Senator Atxorr. Read it. 

(The question was read by the reporter. ) 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator AtLorr. Do you have any questions, Mr. James, that you 
would like to have me propound to any other witnesses ¢ 

Mr. James. Is that in the form of a question ? 

Senator At.orr. Yes, sir. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me. 

Senator Auxorr. That is all. 

Senator Dovetas. Mr. Leece? 

Mr. Lerce. I have no questions. 

Senator DouGias. Senator Ives? 

Senator Ives. No questions. 

Senator Dovucias. Mr. James, I think you made a very great 
mistake. 

Mr. James. Mr. Chairman, I am not a lawyer, and I am not a highly 
educated man, but I don’t think that the Senate of the United States 
wants a man to answer questions that directly or indirectly might 
incriminate him, if I understand it right, and that is the ground on 
which I answ ered my questions. 

Senator Dovueras. Well, you should have cooperated with the 
committee. 

Senator Atiorr. Mr. James; is telling your age a ground of in- 
crimination? Would that tend to incriminate you / 

Mr. James. Is this in the form of a question / 

Senator AtLorr. This is a question. 

Mr. James. I respectfully refuse to answer the question on the 
ground that the answer may tend to incriminate me, but if you phrase 
it in a different way, without being a question, then I will talk about 
my age. 

Senator Atiorr. You are not going to frame my questions for me. 

Mr. James. You are not going to tell me how to answer them, 
either. 

Senator Douveias. You are excused, Mr. James. 

Mr. James. Thank you, sir. 

Senator Ives. Mr. Chairman, I move in the light of this contemptu- 
ous conduct of this witness and his presentation here this afternoon, 
that he be held in contempt of the Senate. 

Senator Dovue.as. Now, that will require recommendation from us 


to the full committee, and then recommendation of the full committee 
to the Senate. 
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I take it that what you are proposing is that we recommend to the 
full committee that it recommend to the Senate that Mr. James be held 
in contempt ¢ 

Senator Ives. That is my position. 

Senator AtLorr. And I second it. 

Senator Dovcetas. Those in favor signify by saying “aye” ; opposed, 
“no.” 

It is a unanimous vote, and we will report this to the full committee. 

The next witness is Mr. Matthew Dooley. Mr. Dooley, will you 
come forward ¢ 

Mr. Pickens. May I address the Chair, Mr. Chairman / 

Senator Doucias. Are you the attorney for Mr. Dooley ¢ 

Mr. Pickens. Yes, I am, sir. 

Senator Douaias. Sit down. Yes, sir. 

Mr. Pickens. I understand that certain news stories have broken in 
San Francisco and the Jersey City papers today stating that the 
union group that purchased the California Life Insurance Co. 

Senator Doucias. Well, now, are you representing Mr. Dooley? 
I saw Mr. Dooley, I thought, in the room a few minutes ago. Would 
Mr. Dooley come for ward, or his attorne y come forw ard? 

Mr. Pickens. I am representing Mr. Dooley, also. 

Senator Doveias. Where is Mr. Dooley? 

Mr. Pickens. If you will excuse me, sir. 

Senator Dove as. Thank you. Is Mr. Dooley going to come? 

Mr. Pickens. Mr. Dooley is here, sir. He stepped out for a moment. 

Senator Doucias. Would you identify yourself, sir? 

Mr. Pickens. My name is John Pickens. I am a member of the 
bar of the District of Columbia and the Court of Appeals of the 
State of New York. 

I am appearing here as counsel for Mr. Dooley and also for the 
California Life Insurance Co. 

Senator Doveias. You may proceed. 

Mr. Pickens. Mr. Chairman, certain news stories have appeared 
in the San Francisco papers this morning and the Jersey City papers 
of last evening stating that when the union group purchased the Cal- 
ifornia Life Insurance Co. that that company was bankrupt and also 
inferring that the company is now in very poor financial condition. 

They are based on the fact that certain testimony has come out in 
this public hearing to that effect, and it is my impression that there 
is no such testimony in the record. 

I know the subcommittee does not want information to be made 
public which might damage the company or its policyholders, and, 
of course, when the company witnesses and the president of the com- 
pany are later called, I think we will conclusively show by financial 
statements that the company was not bankrupt at that time, but be- 
fore we are able to put in that evidence, I would like to have the 
chairman and the committee confirm the fact that there is no evidence 
in the record that at the time the union group purchased the life- 
insurance company that it was bankrupt or defunct. 

Senator Dovgias. The Chair remembers that the counsel for the 
committee addressed a question to Mr. Saperstein to the effect, as to 
when he and his associates purchased control of California Life: was 
not the company almost virtually bankrupt ? 
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The committee has no control over what the papers say, and we 
have used every effort to protect the parties in this matter. We held 
executive sessions. We have refused to permit any evidence brought 
out in executive session to have the slightest publicity, and I would 
say to the counsel that he must take his chances, I think, on what the 
evidence brings forth. 

I think he can be assured that no member of the committee wishes 
to damage the good name of any institution or any person. 

Mr. Pickens. The committee certainly has been eminently fair, 
and it was my impression that it was through inadvertence that the 
term “virtually bankrupt” was used, but the story was on one of the 
news services and stated that Mr. Saperstein and others testified that 
they pooled $117,000 to buy control of California Life, which counsel 
for the committee contended—and they quoted—was virtually bank- 
rupt at that time. 

Of course, the California Life Insurance Co. does write insurance 
other than this group plan, and in view of the publicity, I think there 
is a very grave danger that they may have a lot of cancellations 
because those policy-holders may feel that they are not in a sound 
financial condition today or were not then, both of which facts I think 
will be established to the contrary later on. 

Senator Douguas. I would remark that I think the chief damage 
to the California Life, the social security department of the Interna- 
tional Laundry Workers Union, its consulting actuary, Mr. Wickes, 
and the men who were active in originally purchasing control of the 
company, has been done by them, not by us. 

In view of that fact, I do not see that there is anything that the 
committee can do except pledge ourselves that we will continue in the 
future as we have tried in the past to protect innocent parties. 

Senator Atxorr. Mr. Chairman, may I suggest that as far as the 
hearings of this committee and any statements the committee or its 
counsel have made about that company are concerned, the testimony 
yesterday concerning this company was all in an open session of the 
committee. 

The testimony is available to this gentleman and also to the press, 
and if the press have overdrawn the thing, we can recommend the 
press to an examination of that testimony yesterday. 

Senator Doveras. I would say that the counsel would certainly be 
permitted to make a statement denying the fact that the company was 
in virtual bankruptcy or almost badikient at the time it was taken 
over and to make such other brief statement as he may wish on behalf 
of the solvency of the company. 

Would you care to dothat, Mr. Pickens? 

Mr. Pickens. Mr. C hairman, if Mr. Faris is not reached today, we 
had thought that perhaps he could make a statement of the financial 
condition of the c ompany merely keeping within the limits of financial 
information to the press, and that the committee would not object 
to that. 

Senator Dove as. Oh, no. We will not object. In fact, that is 
one of the procedures which we have adopted to guard against just 
such dangers as that which you complain of, whether legitimately or 
not, and if Mr. Faris will prepare such a statement at the conclusion 
of the session today, we will certainly be very glad to have him do so. 
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Mr. Pickens. I was here yesterday and you allowed Mr. Saperstein 
to make a statement, and I thought it was emine ‘ntly fair, and I appre 
ciate the attitude of the committee today. 

Senator Dovugias. Thank you. 

Does Mr. Faris want to make a statement now, or does Mr. Dooley ¢ 

Mr. Dooley. will you come forward, please ¢ 

Will you raise your right hand‘ Do you solemnly swear that the 
testimony which you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God / 


TESTIMONY OF MATTHEW J. DOOLEY, SAN FRANCISCO, CALIF. 


Mr. Dootry. I do. 

Senator DouGuas. Mr. Dooley, you are attended by counsel ? 

Mr. Doo.ry. Yes, sir. 

Senator Dovenas. Mr. a ‘kens is already identified. 

Mr. Grirrin. Lam Jerry N. Griffin. 

Senator Doucias. Of nS bar are you a member ? 

Mr. Grirrinx. | am a member of the District bar, Oklahoma bar 
shall I go on, or is that enough 4 

Senator DoucGias. That is enough. 

Mr. DooLtey. Mr. Chairman, I have a statement I would like to 
present to the committee, if that would be possible. 

Senator Dotcias. The Chair will rule that you can make a state- 
ment after you have been questioned, but I think that on the whole, I 
would prefer that we proceed with examination first, unless you wish 
to challenge the jurisdiction of the committee. 

If you wish to challenge the jurisdiction of the committee, I think 
we should hear you, but if you don’t wish to challenge the jurisdiction 
of the committee, I think you should subject yourself to examination, 
with the understanding that you can make a statement at the end. 

But I would like to ask counsel if the jurisdiction of the committee 
is challenged ¢ 

Mr. Grirrin. First, I would like to say, Mr. Chairman, that this 
statement is not a statement of ee ‘Tt is a statement covering 
his position with the welfare fund from the very beginning. 

ee Dovc as. May we have copies / 

. GRIFFIN. Yes, Sir. It is not a case where he is coming up here 
are going to read a statement and then say, “I don’t want to be ques 
tioned.” He wants to be questioned. . 

(Discussion off the record. ) 

Mr. Grirrix. Mr. Chairman, may I say one thing? 

Senator Doveias. Just a minute, please. 

Mr. Grirrrx. All right. 

( Discussion off the record.) 

Senator Dovugias. The Chair will rule that, if it is acceptable to 
counsel, this will be filed and made a matter of record at this time, and 
printed in the hearings, but be made available to the press immedi- 
ately; that Mr. Dooley not read it at the moment, but that cross-ex- 
amination proceed and at the end of cross-examination, if Mr. Dooley 
or counsel wish to make a statement that we permit him to do so. 

Mr. Grirrtx. We will abide by the chairman’s ruling, but I wonder 
if he couldn’t just make a short summary of this statement and then 
start in on questioning. 
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Senator Doveias. Have him read the statement? 

Mr. Grirrin. Just a summary of it. 

Senator Dovueias. The statement is 16 pages long. Having seen 
administrative officers come down before Congress and read us blind 
and stupefy the committee with a long statement which exhausts 
the committee so that at the end of it everyone is worn out and cross- 
examination is difficult to proceed with, the Chair will stand by his 
original ruling, but he will submit the matter to the other members 
of the committee. 

Mr. Grurrrn. I was here when the United Automotive Workers 
were brought in here. They sat over there at the table; the committee 
sat here. They talked for 2 days. 

I think it is only fair that Mr. Dooley would have the same privilege 
that the automotive workers and the United Steelworkers had. 

Senator Dovetas. Well, personally, I may say that the case is some- 
what different from those other cases. 

We have already developed a body of evidence which indicates that 
abuses were committed. Counsel for Mr. Saperstein admitted that 
fact. 

I would say that the committee should be privileged to proceed in 
its own way on the assumption that there is a relationship between the 
cases on this point. 

Senator Ives. I think that Mr. Dooley should have every oppor- 
tunity to present a statement before his testimony is completed. 

Senator Dovetas. Before it is completed, yes. 

Senator Atxorr. I want te make my position clear on this matter, 
Mr. Chairman. This is an investigation. I think it is perfectly 
proper to examine Mr. Dooley first, but I do think and believe, and I 
would so vote if it is necessary, that at the conclusion of his examina- 
tion, he be permitted, as everybody else has been permitted, to make 
a complete statement upon any phase of the matters covering his 
examination that he may wish to make. 

Senator Dovaias. Well, the Chair would be in general agreement 
with that. It is only a question as to how long a statement should 
be permitted, but in order to make certain, the Chair will agree with 
the Senator from Colorado, and the statement can either be filed now 
or held back for the end of the testimony. 

Mr. Grirrin. We will file a statement now with the committee, 
with the privilege of reading it at theend. We do that with reluctance. 


STATEMENT OF MATTHEW J. DooL_rey, ATTORNEY AT LAW, SAN FRANCISCO, CALIF., 
ONE OF THE EMPLOYER TRUSTEES OF THE SOCIAL SECURITY DEPARTMENT OF THE 
LAUNDRY WORKERS INTERNATIONAL UNION 


My name is Matthew J. Dooley. I am an attorney at law. I represent the 
Laundry and Linen Supply Board of Trade of San Francisco, with headquarters 
in the Hobart Building, San Francisco, Calif. I am, and have been, an employer- 
trustee of the social-security department of the Laundry Workers International 
Union since October 1, 1949. This statement is intended to give a general outline 
of the policies and activities of the social-security department of the Laundry 
Workers International Union from its inception down to date. 

The Laundry Workers International Union is a labor organization affiliated 
with the American Federal of Labor. Approximately 85 to 90 percent of the 
members of the organization, I am informed, are women and all are employed 
in the laundry and linen supply or industrial garment business. 

In 1948, local 26 of the Laundry Workers International Union, San Francisco, 
Calif., having in its jurisdiction all persons employed in the production depart- 
ment in Jaundries in San Francisco, presented demands, among others, in nego- 





wR 048 








. 












WELFARE AND PENSION PLANS INVESTIGATION 619 


tiating a new contract with the employers in San Francisco, for a welfare 
contribution to be made solely by the employer for the purpose of obtaining 
death benefits and accident-health insurance for the members of the union 
A provision was placed in the collective bargaining agreement that was ultimately 
signed by the union and the employers that the employers would agree to give 
mature study to the inauguration of a welfare insurance plan. 

Thereafter, in 1948, upon the expiration of the existing current collective 
bargaining agreement between the Laundry and Linen Association and local 26 
of the Laundry Workers International Union, the union presented, among 
others, firm demands for the inauguration of an insurance welfare plan for its 
members. After extensive negotiations, it was finally agreed that commencing 
October 1, 1949, in addition to certain wage increases, that the Laundry and 
Linen Supply Owners would agree to pay the sum of 2% cents per hour for 
every hour worked and for holiday and vacation hours for all employees for the 
purpose of establishing a health and welfare and insurance fund for the benefit 
of the employees. The contributions to this fund were to be exclusively 
noncontributory. 

Shortly subsequent to the negotiations in 1948, as above noted, extensive meet 
ings were held between the local union representatives and the representatives 
of the Laundry and Linen Supply Owners group, in San Francisco, for the 
purpose of determining what would be a fair and proper welfare plan to be estab- 
lished, and how it would be administered, and generally to determine ways and 
means of putting it into effect in the light of the employer contributions. 

In 1949, the collective-bargaining agreement between the local union in San 
Francisco and the Laundry and Linen Supply Owners contained a provision 
providing for a minimum work week of 38 hours. This provision is carried down 
in subsequent contracts to the present time. 

At the various meetings by the committee, composed of the laundry owners 
representatives arid the local union representatives, various brokers in San Fran 
cisco were called in for the purpose of submitting proposals on insurance coverage. 

The names of some of the insurance brokers with whom I had discussions and 
who submitted proposals were T. W. Cordry, M. O. Snodgrass, Marsh and McLen 
pan, and Richard Hammond, all of whom are well known in the insurance field 
In addition, most of the brokers representing individual laundry owners submitted 
proposals. 

Among others, we considered plans from the following companies which sub 
mitted proposals : 

John Hancock Life Insurance Co. (2 plans) 
Travelers Insurance Co. (2 plans) 
California Physicians Service 
Founders Fire Marine Insurance Co. 
Continental Casualty Insurance Co. 
Pacific Mutual Life Insurance Co. 
Hospital Service (2 plans) 
Businessmen’s Insurance Co. 
Occidental Life Insurance Co. 
Prudential Life Assurance Co. 
Permanente Hospital Service 
Great Western Life Insurance Co. 

Some of the plans considered were submitted orally during discussions with 
insurance brokers or other representatives of the insurance companies or 
medical services. Some proposals included life insurance, while others were con- 
tined to medical and health benefits. 

The net result was that some 60 to 75 proposals were submitted to the com- 
mittee. Most of these proposals, as I recall, were predicated on the basis that 
the sum of $4.33 per month would be paid by the employer for each employee, 
and some were made subject to a condition that an increase in the premium 
would be made if the number of females in the group would exceed a certain 
high percentage of the total number covered. These plans were recognized as 
not being feasible since the sum of $4.33 would not be paid by the employer 
pursuant to its agreement to pay 214 cents per hour for each eligible person 
employed. Moreover, it was also indicated at these meetings that the laundry 
employee group was a substandard risk. None of the plans appeared to be 
acceptable to the joint committee. 

During the course of the above-mentioned checking of plans, etc., the Laundry 
Workers International Union, I was informed, had its convention in Chicago 
and adopted a so-called mandate to its local unions that all welfare insurance 
plans would be handled by the international, rather than on the local level, 
so as to obtain the best available deal from insurance companies, in view of 
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the potential number of persons who might ultimately be covered by the welfare 
insurance plan. 

In 1949, I was selected by the Laundry and Linen Supply Owners Associa- 
tion of San Francisco, to investigate other welfare plans that were then in 
effect, with Lawrence Palacios, president of Local 26 of the Laundry Workers 
International Union in San Francisco. At Mr. Palacios’ suggestion, we went 
to Chicago to confer with Mr. Samuel J. Byers, the general president of the 
Laundry Workers International Union. Thereafter, Mr. Palacios and I went 
to New York for the purpose of conferring with David Dubinsky, the head 
of the International Ladies’ Garment Workers Union. In his absence, we talked 
to an individual in charge who recommended that we visit the various joint 
boards of that union in order to learn about the welfare and pension plans 
they had in effect. We conferred with several people in the garment district 
in New York, to determine how they administered their welfare plans and 
the results that had been achieved. These plans, however, were so vast and 
complicated that they were not particularly applicable to conditions prevailing 
with the Laundry Workers International Union, San Francisco. We then talked 
to officials of Local 284 of the Laundry Workers International Union at Jersey 
City, N. J., which then had a local insurance plan for its members, supported 
entirely by contributions from employers. 

Later, we conferred with officials of the welfare department of the United 
Mine Workers, in Washington, D. C., to learn about their plan. Their method 
of securing contributions and their problems were found to be far different 
than ours and, consequently, their experience was not particularly helpful to 
us. We then returned to San Francisco. 

Early in January 1950, at Mr. Palacios’ suggestion, we again conferred with 
Mr. Byers in Chicago, with respect to starting the welfare plan so as to accord 
benefits, as expeditiously as possible, to the membership of the union for whom 
the employers in San Francisco were making contributions. While in Chicago, 
we conferred with Mr. Byers, Mr. E. C. James, and a Mr. Samuel Crossman, who 
apparently represented the Union Casualty Co. After a discussion of the 
problems of obtaining an insurance carrier with Mr. Crossman, we later con- 
ferred with Mr. Perlman, the president of the Union Casualty Co. 

Our principal discussion with Mr. Perlman and Mr. Crossman concerned 
what benefits could be given by that company. Mr. Perlman stated that Union 
Casualty Co. would insure the members of the Laundry Workers International 
Union without an increase in premium despite the large proportion of females 
employed in the laundry industry. I asked Mr. Pérlman if the experience turned 
out to be good, what retroactive benefits would be paid to the assured. He 
indicated that he was not certain and that he would advise us of his decision 
on this matter at a later date. 

At Mr. Byers’ invitation, I attended a meeting of the executive board of the 
Laundry Workers International Union at Miami, Fla. I discussed with the 
executive board what had taken place in San Francisco. During the time we 
were in this meeting, Mr. Byers received a telegram from Mr. Perlman, stating 
that the Union Casualty Co. would not agree to pay any dividends if the 
experience of the contemplated insurance coverage were good, since his com- 
pany was taking a great risk in insuring laundry workers, whom he felt were 
a substandard risk. Since employer contribution in many instances would 
be paid sometime after they were due, Mr. Byers indicated that it might be 
preferable to place the insurace with some company which had experience in 
handling union plans. Mr. Byers said that he knew of several union welfare 
plans in Illinois, having headquarters in Chicago, and he agreed to see what 
insurance companies were carrying these plans and would ascertain if the 
laundry workers case would be acceptable to any of them. He stated that he 
would advise Mr. Palacios and myself of what he learned. 

I returned to San Francisco and, in the latter part of January 1950, Mr. 
Palacios and I attended a meeting with Mr. Byers and 1 other union official 
and 2 insurance agents at San Francisco. Thereafter, a meeting was held at San 
Francisco with Mr. Byers, Mr. Palacios, and I believe, Charles Goldstein of 
Local 52, Laundry Workers International Union, Los Angeles, and Harry 
Epstein and Lewis Saperstein of the Harlew Agency in New Jersey. Both of the 
insurance agents seemed to be familiar with the problem of insuring the 
members of the Laundry Workers Union, and after considerable discussion as 
to the type of benefits, and cost thereof, they made us a proposal which 
they indicated was on behalf of the Security Mutual Life Insurance Co. of 
Binghamton, N. Y. 
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At this meeting, those plans which were prev 
insurance companies were discussed and, as [ recal! 
the brokers was the most desirable one to the union offi 
ferring with the representatives of the laundry owners, ws 

Thereafter, and prior to April 1, 1950, another meeting 
Francisco which was attended by Messrs. Saperst 
and, I believe. Mr. Goldstein of Los Angeles 
discussion as to how the plan would be admin 
forwarded to the insurance company. All of these it 
with a committee of the laundry owners and li: ( ‘ators at the 
Palace Hote!, San Francisco, Calif., where there was s ‘ diser 1 as to the 
henefits to be accorded by the Security Mutual Life Insurance und ther 
was entire accord in respect thereto. 

Thereafter, on April 1, 1950, the insurance coverage for the eligible members 
of local 26 of the Laundy Workers International Union at San Francisco became 
effective and is still in effect It was then placed with the Security Mutual Life 
Insurance Co. 

The group covered in San Francisco consisted of approximately 1,900 pet 
employed in laundries. Thereafter, various locals of the international 
under the plan over a period of approximately 4 years, and various locals a 
now, I am informed, negotiating to come under the plan. The plan grew over 
a period of 5 years from its relatively small origin in San Francisco, to covering 
some 50,000 employed persons in laundries 

As the various locals, through collective-barganing agreements, had their 
members covered by the welfare plan, they differed in respect to payments in 


various sections of the country, such as the Chicago local negotiating an agree 


ment with the Chicaro Laundry Owners Association for the payment of a flat 
sum of $5.25 per month for each employed eligible member. Similar) 
different plan was set up for the southern group and for the eastern group 
There are altogether some seven different plans in effect, the differences being 
in the type and amount of benefits, and are due, mainly, to the variance in the 
employer contributions in various parts of the country. 

The provisions of the various plans negotiated have been set forth in sepa 


rate riders attached to the general policy issued by the insurance company to 
the social-security department of the Laundry Workers International Union. 
at first by the Security Mutual Life Insurance Co. and later by the California 
Life Insurance Co. 

I hand herewith the booklets covering the various plans, which booklets, 
I understand, have been distributed to all of the persons covered by the welfare 
plan. 

The administration of the insurance welfare plan, pursuant to the provisions 
of the Labor Management Relations Act, is set forth in the trust indenture co 
ering each plan, copies of six which I have available if the sub-committee desires 
to see them. This trust indenture provides for the powers, rights, and duties of 
the trustees and general method of operation, the minimum benefits to be 
accorded to the members covered by the welfare plan, payment of death bene 
fits by the social-security department, and, generally, the administration of the 
Department, including a yearly audit of the fund. 

It also provides that 3 trustees shall ultimately be selected by the em- 
ployer group and 3% trustees by the international union. These trustees 
pursuant to the trust indenture, are to be drawn from geographical areas so as to 
make representation both for the management trustees as well as for the unio 
trustees, from the West, Midwest, and East. At the inception of the plan, I 
was unanimously selected by the laundry and linen supply operators in San 
Francisco to act as trustee for them. The international union selected Samuel 
J. Byers. Thereafter, when the Chicago local became covered under the plan, 
John T. Toomey, of the Chicago Laundry Owners Association was selected as 
management trustee, and Charles R. Goldstein of Los Angeles was selected by 
the union as the union trustee. Thereafter, when the eastern group came under 
the welfare plan, Chantry Davis. the manager of the Philadelphia Laundry 
Soard of Trade, was selected as management’s trustee, and the international 
union selected Winfield Chasmar of Jersey City, N. J., as the union trustee. 
Thus, six trustees were selected to administer the plan. 

I prepared the trust indenture and numerous and extensive amendments 
made thereto by the union. I made a number of trips from San Francisco to 
Chicago in respect thereto. Before preparing the trust indenture, I was ad 
vised by the union officials that they preferred that the natural death benefit 
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program: be handled by the trustees and that adequate provision should be made 
therefor in the trust indenture. I took this matter up with the laundry and 
linen employer association in San Francisco and was informed that they would 
agree to this. 

In preparing the trust indenture in 1949 and 1950, my research indicated 
there were practically no plans applicable to the proposed setup and, accord- 
ingly, I had to start from scratch with no guide therefor. This situation ren- 
dered the work of preparing the trust indenture more lengthy than otherwise 
would be the case, if other similar plans had been in effect. At that time, the 
so-called union welfare plans were actually in their infancy. 

At the inception of the plan, and the selection of the first two trustees, to wit, 
Messrs. Byers and Dooley, in order to have rent and expenses, it was determined 
that the headquarters of the plan would be at Indianapolis, Ind., adjacent to 
the union headquarters. Thereafter, as the plan expanded, larger quarters were 
obtained for the social-security department and, at pr@sent, it is located at 
Indianapolis, where it has very ample quarters for the administration of the 
fund. 

The contributions of the San Francisco employers from October 1, 1949 until 
the late fall of 1950, were deposited in a trustee account with the Bank of 
America at San Francisco. The signatures of both Mr. Byers and myself were 
required to withdraw funds therefrom. When a bank account was opened in 
Indianapolis, Ind., in the name of the social-security department, in August 
1950, the accumulated fund in the said trustee account, less necessary expenses 
incurred, were turned over to the social-security department. Thereafter, vari- 
ous straggling contributions were sent to the trustees from San Francisco and 
these, of course, were all turned over to the trustees of the social-security 
department and deposited in their account at Indianapolis, Ind. This initial 
procedure was adopted pending the final adoption of the trust indenture but, 
at all times, it was expressly agreed by Mr. Byers and I, as management trustee, 
that all funds received were subject to the provisions of the Labor-Manage- 
ment Relations Act of 1947. At this time, the union officials readily agreed 
with me, that as soon as possible a formal written trust indenture should be 
entered into by the employers in San Francisco and the international union 
and I, as above indicated, with the consent of the employers’ association, pro- 
ceeded to draft up the trust indenture. 

The trust indenture provides for an annual audit, as required by the Labor 
Management Relations Act of 1947. However, at the very inception of the social 
security department, Mr. Byers, as the union trustee, and I, as management 
trustee, agreed that a monthly audit should be made of all financial transactions 
of the social security department by an independent certified public accountant. 
Accordingly, one Ralph E. Monroe, C. P. A., of Indianapolis, Ind., was employed 
for this purpose. An audit of the funds contributed to Sam J. Byers and Matthew 
J. Dooley, as trustees, by the members of the San Francisco Laundry and Linen 
Supply Associations was made by said Ralph E. Monroe, C. P. A., and he re- 
ported he found the same correct and accurate in all respects. When the funds 
abovementioned were being paid as indicated, this information was placed on 
so-called contribution sheets, showing the name of the laundry or linen supply 
owner, the names of the employees for whom contributions were being made, 
the hours worked and the period in which the hours were worked, the amount 
being paid for each employee and the total amount paid by the employer. All 
employer contribution sheets submitted by said employers, books, records, and 
other records, including canceled checks and drafts, have been retained and are 
available for inspection. 

At the first meeting of the board of trustees of the social security department, 
a resolution was adopted that a certified audit of the books, records and all 
financial transactions of the social security department should be made monthly 
by a certified accountant, and a copy of his report given monthly to each trustee. 
This has been faithfully followed since August 1950. All trustees receive monthly 
a complete certified C. P. A. audit report showing all receipts by the social 
security department, all disbursements during the period covered and a re- 
eapitulation showing all assets as of the date of the report. The report is in 
considerable detail and is open to inspection by any employer contributor. 
I understand the committee has had access to these reports. 

At the inception of the social security department, it was determined by the 
union, as above indicated, that death benefits would be paid by the social security 
department directly to eligible members for whom employers contributions were 
made, rather than have same insured, since I was informed that it was common 
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practice among labor unions to issue death benefits to their members. At the 
inception of the welfare program, the death benfits were 3500. Subsequently, 
they were raised to $750 and now the death benefits are $1,000, covering all 
eligible members of the Laundry Workers International Union for whom em- 
ployer contributions are being made. 

Shortly prior to the time the insurance program became effective with the 
Security Mutual Life Insurance Co., I was informed that the Security Mutual 
would allow 5-percent reduction in premium to be paid if the plan were to be a 
self-administered plan by the social security department; that is to say, if the 
social security department, through the union, would check, screen, and investi 
gate the validity of claims, see that the contributions were made, check con- 
tributions reports, check eligibility of members, and prepare claims. The union 
trustee indicated that this would be a good procedure since union members 
would have more confidence in dealing with union representatives than with 
insurance company representatives. This 5 percent of the insurance premium 
meant approximately 14 cents per member per month when the welfare plan 
first took effect. 

In order to implement the self-administration of the social security depart 
ment, Samuel J. Byers, as chairman, appointed various so-called welfare repre- 
sentatives to handle the self-administration end of the social security department 
of the Laundry Workers International Union. 

The cost therefore of the self-administration of the social security department 
in respect to the duties to be performed by the welfare deputies is being borne 
hy the insurance company, by virtue of the reduction in the premium, as above 
mentioned. When the California Life Insurance Co. insured the social security 
department, it did so at the same reduced premium of the Security Mutual Life 
Insurance Co. for the same benefits to the eligible members. 

There is one outstanding feature of the social security department and that is 
that the benefits at no time have been reduced. Recently, they were increased 
by California Life Insurance Co. without any increase in premium payments. 
The maternity benefits and certain other benefits were increased last October. 
The death benefits were increased as above noted. It is anticipated that further 
substantial increases in benefits will be accorded to the members covered by the 
welfare plan in October 1955. 

Unlike various other welfare plans that become insolvent because of starting 
out with too high benefits, this plan, on the contrary, has grown in financial 
strength, as well as in benefits to the members covered, because of a prudent, 
conservative initial policy which has been carried down to this date. Moreover, 
for the most part, no increase in employer contributions has been required. 

The matter of the payment of commissions to the brokers who placed the 
business with Security Mutual Life Insurance Co. was fixed by the insurance 
company and not divulged to the other employer trustees until late December 
1954. s 

Other than the establishment of the fund in accordance with the provisions 
of the Labor Management Relations Act and the setting up of proper auditing and 
control, the general policies of the social security department were usually 
initiated by the union trustees. The general feeling was evident at all times 
that the union trustees were representing their own members and they had 
clearly indicated they were more cognizant of their problems than management 
trustees were. Insofar as these policies were concerned, the management trus- 
tees, in general, approved. 

As of October 1953, the insurance program of the social security department 
was transferred to the California Life Insurance Co. This transfer had its in- 
ception in a long range policy of the union that ultimately led to the acquisition 
of the contro] of the California Life Insurance Co. by the social security depart- 
ment. The acquisition of this company was accomplished without any finders 
fee or conimission being paid to anyone therefor. The acquisition of this com- 
pany appears to be very advantageous to the social security department and its 
members because (1) California Life Insurance Co., for the period from October 
1, 1953 to October 1, 1954 paid a dividend of some $495,000 to the social security 
department as against a dividend of approximately $300,000 paid by the Security 
Mutual Life Insurance Co., for the period October 1, 1952 to October 1, 1953, 
although approximately the same number of people were insured and the same 
benefits accorded by each insurance company; (2) the benefits for the insured 
members were substantially increased by the California Life Insurance Co. as 
of October 1, 1954, without any increase in premium; and (3) in December 1954, 
the social security department received an annual cash dividend of approxi- 
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mately $24,000 on its stock interest in the California Life Insurance Co. More- 
over, California Life Insurance Co. terminated the services of the agent, Louis 
B. Saperstein, in June of 1954. I understand that no agent’s commissions are 
now being paid on the social security department’s business. 

Senator Dovcéias. Thank you. 

Would you give your name, Mr. Dooley ¢ 

Mr. Dootry. Matthew J. Dooley. 

Senator Dovucias. What is your profession 4 

Mr. Doo.try. Attorney at law. 

Senator Doucias. Whom do you represent é 

Mr. Doorey. I represent the Laundry and Linen Supply Board of 
Trade in San Francisco and laundryowners there. 

Senator Dovueias. Where is your office ? 

Mr. Doo.ry. 1508 Hobart Building, San Francisco. 

Senator Doverias. Are you an employer trustee of the social-security 
department of the laundry workers union ¢ 

Mr. Dootry. I am. 

Senator Doveras. How long have you served in this capacity ? 

Mr. Doo.y. Since—I think that was October 1, 1949. 

Senator Douaias. Mr. Leece, will you continue examination ¢ 

Mr. Lerce. You have testified, I think, Mr. Dooley, that you rep- 
resented the Laundry Owners Association of San Francisco 4 

Mr. Dootey. Yes, sir. 

Mr. Lerce. And in addition to being an employer trustee of the 
social-security department, do you serve that fund in any other 
capacity # 

Mtr. Dootry. I serve the fund—you mean the social-security 
department ? 

Mr. Lerce. Yes. 

Mr. Dooiry. I serve the fund, in the capacity of an employer 
trustee and as secretary-treasurer. The trust indenture provides that 
an employer trustee shall be the treasurer and secretary, or treasurer, 
at least, and that a union trustee shall be the chairman. That is pro- 
vided by the trust indenture, Mr. Leece. 

Mr. Lerce. You also act as counsel to the fund, do you ? 

Mr. Doo.ry. It is a sort of a combination, Mr. Leece. It is a com- 
bination secretary-treasurer and counsel, and one fee for the whole 
job. 

Mr. Lrrce. What is that fee? 

Mr. Doo.ey. $10,000 a year. 

Mr. Leecr. Are you also reimbursed by the Laundry Owners 
Association ¢ 

Mr. Dootry. I am not reimbursed by the Laundry Owners Associa- 
tion for services performed for the social-security department; no. 
I never have been. 

Mr. Lerce. You are reimbursed as counsel for them # 

Mr. Dootry. No, sir. I perform certain functions as attorney for 
the Laundry Owners of San Francisco. I am an independent lawyer. 
I have not charged for any of the services rendered to the social- 
security department to the laundryowners. At the inception of this 
matter, the duties required that investigating plans and so forth were 
far in excess of those ever required by the employment of the laundry- 
owners, which was limited strictly to negotiating contracts and settling 
disputes with labor. 
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Mr. Lesce. In 1949, did you represent the Laundry Owners Asso 
ciation in their collective-bargaining negotiations with local 26 in San 
Francisco of the Laundry Workers [nternational Union ¢ 

Mr. Doouey. | did. 

Mr. Lerce. What was the subject matter of those negotiations 

Mr. Doo.try. | don’t recall specifically, other than the imstant mat 
ters you are familiar with here. I couldn't say what the wage rate 
Was. 

Mr. Leece. May | rephrase my question ¢ 

Mr. Dootey. Yes, please. 

Mr. Lesce. Did those negotiations involve a discussion of a possible 
welfare fund or welfare program for the members of local 26 ¢ 

Mr. Doo.tey. Yes, sir, and had been previously for about 2 years 
before in negotiations. 

Mr. Lerece. What decision did you, as a representative of the Em 
ployers Association, and local 26 arrive at ‘ 

Mr. Dootey. There was no decision between me and local 26. The 
decision was by the committee which I sat with in negotiating with 
local 226; among others it was to pay 21% cents per hour for eac h hour 
worked for health and welfare fund for the members of the union. 

Mr. Leece. And was a welfare fund, in fact, established at that time 
io cover the workers of local 26, the members of local 26 / 

Mr. Doo.tey. I am not sure just when the employer payments oo 
menced. Lam not sure. It was sometime—it was due October 1, 

1949. When they paid, I don’t know, but there was a welfare fund 
established by virtue of the contract negotiated between the laundry 
owners and local 26. 

Mr. Leecre. A trust agreement was executed / 

Mr. Dootry. Whien, Mr. Leece ¢ 

Mr. Leece. At the time or after the agreement was negotiated with 
local 26 for a welfare program. 

Mr. Dootry. Are you asking for the date of the execution of the 
trust agreement ‘ 

Mr. Lerce. I am not asking for the date, sir. I am just asking 
whether or not a trust.agreement was entered into bet ween the Laundry 
Owners Association in San Francisco on the one hand and the union 
on the other 4 

Mr. Dootey. Yes; there was a trust agreement entered into. 

Mr. Lerce. Was that the first unit, the first local unit, of the 
Laundry Workers International Union to have a welfare fund, to your 
knowledge ¢ 

Mr. Dootey. Well, I want to be clear on that question, because | 
understood that some other locals had insurance plans in effect paid 
for by the employers. 

Mr. Lerce. Was it the first one you, personally, were associated 
with ¢ 

Mr. Dootry. Yes, sir; it was the first one I participated in. 

Mr. Lerce. Did that serve as the nucleus around which the national 
program was later built ? 

Mr. Doo.tey. Well, it commenced in San Francisco. Now, just what 


happened thereafter was the union’s approach to it. I couldn’t say, 
frankly. 
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Mr. Leece. How was the administration of that program handled 
at that time? What steps were taken from an administrative stand- 
point to handle the operation of the program ¢ 

Mr. Dootey. I think we had better have recourse to the minutes on 
that. 

Senator Dove.as. Mr. Dooley, did you testify as to your salary 
as secretary-treasurer and counsel to the social security department ¢ 

Mr. Dootry. I did, sir, yes, sir. 

Senator Doveias. How much was it / 

Mr. Dootry. $10,000 a year, and Mr. Chairman, that was fixed by 
trustees in about May or April of 1951, when I was required to leave 
the room. It was fixed by 1 employer trustee and 2 labor trustees. 

Mr. Leece. As I understand it, Mr. Dooley, you prepared the min- 
utes of the social-security department / 

Mr. Dootey. Yes, I prepared these, sir. 

Mr. Lerce. Can you certify that they are the—— 

Mr. Doorry. I haven’t gone through all of them. Do you wish me 
to do so? 

Senator Doveras. Will you certify the meeting of August 1950 that 
you are now looking at ¢ 

Mr. Doortry. Yes, I do. 

Mr. Leece. You identify the signature on the first page as your 
signature ¢ 

Mr. Dootry. That is mine, yes, sir. 

Mr. Lerce. Can you advise the committee as to the form the admin- 
istration took at the time this fund was established ¢ 

Mr. Dootry. I think I would have to—— 

Mr. Leece. In San Francisco. 

Mr. Doorry. I think I would have to have the trust indenture. It 
was pursuant to the terms of the trust indenture. 

Mr. Lerce. Let me rephrase my question, please. 

Mr. Doo.ery. Certainly. 

Mr. Leece. Were you at that time or early in 1950 or at any time 
in 1950 nominated by the employers association in San Francisco as 
a trustee? 

Mr. Dootry. I was unanimously selected by the Laundry Owners 
Association of San Francisco to act as management trustee; yes, sir. 

Mr. Leecer. Trustee for whom ? 

Mr. Dootry. Trustee for management. 

Mr. Leece. Was a trust fund, in fact, established at that time? 

Mr. Dootry. Yes. 

Mr. Leecr. Was a social-security department established to admin- 
ister this program ¢ 

Mr. Doorry. At first, the funds were paid to Sam J. Byers and 
Matthew J. Dooley, pending the adoption or agreement on a trust 
indenture. 

Mr. Leece. Who was Mr. Sam J. Byers? 

Mr. DooLtry. Sam J. Byers had been introduced to me as the gen- 
eral president of the Laundry Workers Union. 

Mr. Lercr. Was he a trustee of this social-security department at. 
that time? 

Mr. Dootry. At that time he indicated to Mr. Palacios and me that 
he, as the general president, would be selected by the executive board 
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of the union to act as trustee. I had been selected by the Laundry 
Owners. 

Senator Atxiorr. Mr. Chairman, [ wonder if we could have Mr. 
Dooley and Mr. Pickens change seats. I have a hard time hearing 
him for some reason. 

Mr. Lerce. So that the social-security department was established 
with you as the employer trustee and Mr. Byers as the union trustee 
for purposes of administering this welfare fund; is that correct? 

Mr. Dootry. Now, are you referring to dates, Mr. Leece? The date 
it was established ¢ 

Mr. Leece. I am not talking about any specific date. I am talking 
about a period after you had made your arrangements with the union, 
local 26, in San Francisco, under the terms of which the employer 
association would provide certain moneys for the purpose of providing 
welfare insurance ohne for the members of local 26. 

Mr. Dootrey. Well, you must understand the picture there, that the 
trust indenture was being drafted. I drafted the trust indenture. 
It had to be sent to the union people. They had a lot of amendments 
to make, and I redrafted it. 

At that time, the welfare plan was in its infancy. We had very 
little to go by. It took some time to draft up this trust indenture, 
which I did. Pending the drafting of the trust indenture and to 
eliminate retroactive payments to the employers, they desired to pay 
currently as far as they could. We set up a trust between Byers and 
Dooley as trustees, with the Bank of America, Market and Mont- 
gomery Street, San Franc isco, Calif., and all checks that came to us 
went to that account. 

Those checks were accompanied by the following data: First a 
report sheet showing the name of the laundry, the ‘date the period 
covered, the name of the person provided, the number of hours 
worked, multiplied by 21% cents, and then the aggregate total. 

That accompanied each check, for the most part. ‘Some didn’t send 
them in, but for the most part, that accompanied the checks, and | 
still have those doc uments, by the way, and the funds were deposited 
to Sam J. Byers and Matthew J. Dooley. 

In fact, the checks were made payable to Sam Byers and Matthew 
Dooley. I sent out a release or a report to all of the laundryowners 
of my association stating the facts that pending the trust indenture 
that this would be the method of handling the funds, and they were 
satisfied with that, pursuant to the agreement made with local 26 
representatives. 

Mr. Leece. At that time did you and Mr. Byers set about to de 
velop an insurance program for the membership of loc al No. 26? 

Mr. Dootry. Now, what time are you referring to? 

Mr. Leece. After you made the agreement with “local No. 26? 

Mr. Doousy. I think the committee should get the full facts on 
that. 

Prior to the agreement made with local No. 26—I am not sure of 
my date—may I refresh my recollection with my statement ? 

Senator Dove.as. Certainly. 

Mr. Dootry. Subsequent to October 1, 1948, wherein the plan was 
agreed to be given to the workers of 21 cents per hour, committees 
of the local union No. 26 and of the laundry operators, including 
myself, met. We called in a great number of insurance brokers—in 
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fact, each laundry was advised to bring in its own broker. The union 
was too. Then a great many independent brokers came in. 

A number of brokers came to my office. They submitted proposals. 
Some proposals were sparsely set forth. Some were fully set forth. 
They indicated the benefits they would offer. Most of these proposals 
were predicated upon the theory that the full 24% cents per hour 
would be paid 40 hours a week or $4.33 a month. We observed that 
that would not be paid because in San Francisco we did have the 38- 
hour guaranty. And, therefore, conceivably in some instances there 
would not be $4.53. 

In some instances in view of the absenteeism, there would not be 
any $4.33 either. 

Furthermore, we ran into this situation: We had a number of offers 
then to have the administration carried on by various insurance 
brokers and agents. I remember Bailey, Martin, and Fay, one of our 
large insurance brokers in San Francisco, a very large agency, came 
tome. I happen to know one of the gentlemen there quite well. And 
they said they would take this thing over, I think, on a basis of 
5 or 7 percent. 

I am not positive about the amount. Nothing came of these various 
meetings with the brokers or with the various so-called proposals. 
Some were just plain forms of policies; some were letters setting 
forth the so-called benefits; some were saying they would be in- 
terested in sitting down with us and talking about it. They would 
say, “We represent thus and so company.” 

Some were oral conversations with brokers. Some were conversa- 
tions in my office. Some were had with the local No. 26, Mr. Palacios. 
And some were had with the laundryowners. They were not all with 
me entirely. I want you to understand that. That is the fact. They 
were not all had with me entirely. 

In other words, there was quite a coverage there of the field. But 
there didn’t seem to be any ability to determine what was the best 
thing to do. And then we heard from Mr. Palacios that his interna- 
tional was going to handle the plan. Te said it must be handled that 
way. 

Mr. Leece. How many insurance companies did you deal with, 
Mr. Dooley ¢ 

Mr. Dootey. You mean me personally or the committee in the 
whole? 

Mr. Lerce. You personally and the committee. 

Mr. Dootxy, I think there must have been brokers and all that, 
L would say 50 to 60 to 70. Lam not positive how many. 

Mr. Leece. Companies ¢ 

Mr. Dootry. Not insurance companies. I am talking about brokers, 
some of whom represent the same companies but different plans. 

Mr. Leecr, Did they submit plans? 

Mr. Dootrey. Some submitted plans; yes. 

We had quite a few plans there. I think maybe 40 or 50 plans. 
1 am not positive about the number. 

Mr. Leece. Do you have copies of those plans with you? 

Mr. Dootey. No; I don’t, sir. 

Mr. Leece. Were they called for in the subpena that was served 
upon you?’ 

Mr. Dootey. They were, sir. 
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Mr. Lerce. And you say you don’t have those plans? 

Mr. Doorery. I think I ex xplained that I didn’t have them in my 
files, frankly. After the Security Mutual took over, they remained 
in the files a long time. And then my secretary asked if she could 
get rid of a lot of surplus stuff. And I said “Yes.” Then she appar- 
ently threw them out. But I do have all the financial records which 
[ thought as an attorney and trustee of that incipient trust—I do 
have all the canceled checks, all of the re port sheets of the laundries 
and all the data connected with that. 

I felt, frankly, that I was more concerned about maintaining finan 
cial records than various plans of insurance companies that couldn't 
conceivably be applicable, some of them, and I would say most of 
them. 

Mr. Leece. At that time were you represented or was the fund rep- 
resented by—or the social security department represented by an in- 
surance agent or an insurance consultant of any kind 2 

Mr. Dootey. At what time, sir? 

Mr. Lerce. At the time you were soliciting these companies’ plans ? 

Mr. Dootry. No. The social-security department didn’t have its 
inception—— 

Mr. Leece. Did any of these companies to which you have referred 
submit to you anything resembling a bid on this insurance that was 
contemplated ? 

Mr. Dootry. Well, you would have to define a bid. Perhaps we 
don’t agree on the term. 

Mr. Lerce. Let me rephrase the question. 

Did you or members of this committee who were seeking ways and 
means of underwriting this insurance coverage tender to any of these 
companies that you have mentioned a solicitation letter of any kind 
outlining the program that you were contemplating / 

Mr. Dootry. No. We were dealing through companies. I think 
we dealt entirely through brokers on that score. There was never 
anv direct dealing as I recall—— 

Mr, Leece. Can you identify these brokers through whom you 
dealt at that time? 

Mr. Dootry. There were quite a number of them. 

Mr. Leecr. Would you name them for the record, please, sir ? 

Mr. Dootry. I can’t name them all. I will give you those I remem- 
ber. The big concerns were Marsh & McLennan, J. B. Davis Co. in 
San Francisco. And there was Robert. Hammond who represented 
most of the laundry operators in San Francisco. There was a man 
named Cordy. There was somebody with the Occidental Life Insur- 
ance Co. who indicated he had gone to the college I graduated from. 

As far as names are concerned, Mr. Leece, that is 6 years ago. A 
great deal has happened to me since then. And frankly—— 

Mr. Leece. Did you deal with these firms personally that you have 
named ? 

Mr. Dootry. Yes. They came to my office and discussed it. We 
discussed it at the committee meetings of the laundryowners, and the 
committee of local 26. Some came to my office in person also. 

Mr. Lerce. But those plans are not available? 

Mr. Dootey. I would say this—and I would like to say this firmly 
to the committee if I may, as firmly as I can: 
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I would like to make every effort to find out if we can’t produce 
those for this committee’s sake, 

Mr. Lerce. I think it would serve the interests of the committee if 
they were produced. 

Mr. Dootry. I would like very much to produce them. I would 
like to have the opportunity, Mr. Chairman, of checking with every- 
one. I will check every person who had any identity with those pro- 
posals and see if I can’t get them for this committee. 

Senator Dovueuias. Thank you. 

Mr. Dootey. I am not hiding a thing 

Mr. Lerece. Mr. Dooley, you have before you the minutes of the 
meetings of the trustees of August 14, 1950. 

Mr. Dootey. Yes, sir. 

Mr. Lerece. The copy that I have is not a complete text. But I note 
that at that meeting you stated—and we have quoted this so that it is 
the exact text as it appears in the original minutes: 





The Security Mutual Life Insurance Co. submitted a comprehensive plan to 
cover all members of the Laundry Workers International Union. 

Do you have a copy of that plan, sir? 

Mr. Dootry. I don’t have a copy, sir; no,sir. But I have something 
here that is very similar to what was given to me at the time in San 
Francisco by Mr. Saperstein and Mr. Epstein, except it was just in 
blank. And I consider that a proposal. The benefits were not speci- 
fied. The general terms of the ae were set forth there as to the 
conditions in blank very much like this. 

And it did have the specimen written over it like this. Now, I am 
not sure, frankly, whether this is the one or not; because I find it 
attached in my file to the Security Mutual Life Insurance Co. docu- 
ments where it says “having issued group policy insurance to trustees 
of the social-security department.” 

Now, maybe my secretary attached thistothat. Idon’t know. But 
I do know this: my memory I think is reasonably clear on this, that 
I did get a specimen such as I have here. 

If the committee would like to see it, I would like to show it to them. 

Mr. Leece. Did Security Mutual quote a price on that program at 
that time? Is the price set out in that material that you are referring 
to at the moment ? 

Mr. Dootry. There are prices here; yes. As I say, I am not sure 
of these. Iam not positive if this isthe one. And I have not checked 
this with any other document to determine anything about the prices. 

It may have been the one, but I am not sure; because I don’t know 
why I would have this in my file. It is attached to the a plication 
of the social-security department, laundry workers union. The name 
of the policyholder is there. And this is the specimen. I am not 
positive as I say that this is the document. But I did receive such 
a document from the brokers in San Francisco. 

Mr. Leece. Do I understand you correctly, though, that that is 
the only document that you know of that was submitted by Security 
Mutual? 

Mr. Dootey. I am not sure the document was submitted by Security 
Mutual. 

Mr. Leece. All right. Does that document reflect any indication 
of what the costs of the program would be to the trustees or to the 
social-security department ? 
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The reason I am asking that is that at the same meeting you con- 
tinued by saying, “Dooley said this cost was far less than other pro- 
posals studied and submitted.” dg ies 

Mr. Dootey. Well, you must understand this in the first place: I 
think you have to get the whole story and not a segment of it. We 
had, as I testified before, a meeting with Union Casualty Co. where 
the base rate to be charged for the A. and H. case for the laundry 
workers, was, as I recall, in San Francisco $2.80. So, when Security 
Mutual came into the picture, we were not going to permit or try 
to take them at a higher rate for the same benefits than Union Casu- 
alty offered. 

As I told Mr. Byers at our meeting, we must get the same rate if 
we possibly can. And we did get the same rate as Union Casualty 
plus the right to participate in dividends which Union Casualty re- 
fused to give us. And that is why we turned them down. 

Mr. Leece. At this moment, Mr. Dooley, we don’t know what the 
costs are. And yet at that same meeting you said it was the consensus 
of the trustees that the proposal of Security Mutual was the most 
desirable and should be accepted and put into effect for the period 
of one year April 1, 1950 to midnight March 31, 1951. 

Mr. Dootry. It was, Mr. Leece, for this reason, and the basic 
reason : If you know anything about employer trusteeships with labor, 
it was highly desirable to the union, highly desirable. And it ap- 
peared to be a fair and good proposal. Perhaps the best one we could 
get. And that is why it was accepted. 

Mr. Leece. Who furnished that proposal to you? 

Mr. Dootry. If this is the one now—let’s be fair about this—if this 
is the one that he gave to me—— 

Mr. Leece. You have introduced it, Mr. Dooley. 

Mr. Dootry. As I say, I don’t want to mislead this committee. I 
am under oath, which I think I value as much as anyone. I did say 
that this was given tome. But you say whom did I get it from? 

Mr. Lerce. Yes. 

Mr. Dootry. This was given to me—if this is the one that was given 
to me—well, I will ‘say a similar one—if this is not an original, a 
similar one was given to me by Louis Saperstein and Harry Epstein 
at San Francisco. 

Mr. Leece. Who put you in touch with Mr. Saperstein ? 

Mr. Dootry. Nobody put me in touch with him, sir. 

Mr. Leece. Who put the committee in touch with him? 

Mr. Doorey. After the international mandate was made in the 
Laundry Workers Union, we went east. And I met Mr. Byers for 
the first time in Chicago. That was in—I think that was in about 
June of 1948. I am not positive. And then we visited these various 
places, I think, as I stated in executive session. Then we came back 
to San Francisco, Mr. Palacios and I, the president of local 26. And 
Mr. Byers, we had found out prior thereto, that Security Mutual 
would not give the insurance—would give the insurance, but we re- 
fused to accept it, because it would not pay a dividend if the experience 
were good. 

I am sorry; I mean Union Casualty would not. Pardon me. 
Union Casualty would not, if the experience were good. So, we 
turned that down. We came back to San Francisco. And I think it 
was in January or February cf 1950 that I received a call from Mr. 
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Palacios of local No. 26, Laundry Workers Union, advising that Mr. 
Byers would like to come to San Francisco and meet with me and Mr. 
Palacios with respect to starting the plan going since the money was 
being paid. 

And Mr. Palacios said some of the employees were wondering about 
their insurance program. 

Now, the result of that was that sometime later, in the latter part of 
January or the middle of February—I am not sure of the exact date— 
Mr. Byers apparently came to San Francisco—he was there in San 
Francisco. I met him with Mr. Palacios. I think Mr. Goldstein of 
Los Angeles was there. He is the man in charge—whatever the local 
is in Los Angeles. And Mr. Epstein and Mr. Louis Saperstein were 
there. 

Mr. Leece. At that time did Mr. Saperstein discuss with you, or did 
you inquire of him, as to what his commissions would be under this 
program ¢ 

Mr. Doorry. No, sir, I did not, because there was no discussion of 
commissions except to this extent: he said that there would be so much 
retention. 

Mr. Leece. What did he say about retention ? 

Mr. Dootry. He said there would be so much retention by the 
Insurance company. 

Mr. Leece. Well, how much ? 

Mr. Dootry. I don’t think he mentioned that. I think it was some- 
thing around—TI am not sure, frankly. I don’t remember. That is a 
long time ago. 

Senator Dovcias. Did you inquire what the retention would be? 

Mr. Dootry. That is the first time I had heard about retention. I 
knew nothing about retention. 

Mr. Leece. Well, just a moment, now, Mr. Dooley. You have been 
telling us that you made a comprehensive analysis of these 50 different 
programs. Now, what kind of an analysis could you make of those 
programs without going into the question of commissions and reten- 
tions? 

Mr. Dootry. Because we went over the benefits. Benefits only, and 
what were the best benefits for the members. 

Mr. Lerce, Just a moment, Mr. Dooley. As a trustee of the Social 
Security Department, your purpose in analyzing these numerous plans 
that you have suggested would be for the purpose of getting the best 
possible insurance program in terms of cost, would it not ? 

Mr. Dootry. That obviously would be the duty of a trustee. 

Mr. Lerce. Wouldn’t your first question of Mr. Saperstein involve 
the cost of this program to the fund in terms of (1) commission and 
(2) retention by the insurance carrier representing the expense to the 
carrier of underwriting this progam? Because in the final analysis, 
it was the fund that was to pay those expenses and not the insurance 
company. And my question to you, sir, is: did you discuss that with 
Mr. Saperstein ? - 

Mr. Dootry. That question really is quite long and involved, Mr. 
Leece. Could you make that a little briefer. 

Mr. Leece. [ will repeat it. 

As a trustee of the Social Security Department, you have agreed 
that your primary purpose was to obtain the best possible insurance 
program for the members of local No. 26. Now, in order to obtain 
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the best possible program, one of your first considerations would be 
cost tothe fund. And the two primary elements. 

Mr. Dootey. Now, please—— 

Mr. Leece. If you will let me continue. You asked me to repeat the 
question 

Mr. Dootey. Well, I cannot answer two questions in one. 

Mr. Leece. All right. 

Was that your primary purpose as a trustee / 

Mr. Dootry. I thought the primary purpose was—of course, cost is 
a very strong element. But to get the largest benefits that we could 
for the cost, yes, I agree with you on that. I think that was our 
purpose. And I think that is what we did. 

Mr. Leece. In talking to Mr. Saperstein did you at any time discuss 
with him the commission that he was to receive if this case was under- 
taken by Security Mutual ? 

Mr. Dootry. You assume something that is not quite true. I didn’t 
talk to Mr. Saperstein. There was a meeting there of these people. 

Mr. Leece. You were present at the meeting ¢ 

Mr. Dootry. All these people were present. 

Mr. Lrrce. And the responsibility was yours and Mr. Byers’! 

Mr. Dootey. That is true, sir. But I sat there and had very little to 

say other than let’s get the largest benefits possible. 

‘Senator Doveras. Yes. But the size of the dividend would depend 
in large part upon the expenses of the company. The smaller the 
expenses of the company, the larger the dividend or refund. The 
larger the expenses of the company, the smaller the dividend or re- 
fund. And since commissions and administrative costs and other costs 
are a very Important share of cost, it would seem to me that the matter 
of prime concern which you as one of the original trustees should try 
to find out would be what commission Mr. Saperstein was to receive 
and what payments were to be made for administration. 

At the moment we are not accusing you of malfeasance; but isn’t 
there such a legal phrase as nonfeasance / 

Mr. Dootry. Yes. But I think, Senator Douglas, that we must 
look at the time and the present situation. Here we have the inter- 
national president; and I am representing a small local in San Fran- 
cisco: and he brings out these men. He says this is a good deal for 
our people. 

Senator Doveras, But you were a cotrustee ? 

Mr. Dootry. Yes. 

Senator Doveias. Presumably with equal powers. 

Mr. Dootry. Presumably, yes. 

Senator Doveras. It was not your function to do what the union 
told you; it was your function to exercise your independent judgment 
on these vital matters. 

Mr. Dootry. Well, in view of the general setup, I thought that what 
Security presented was the best that we could get at the time because 
of this factor: we were told by a number of people that in view of 
the number of women employed in the laundry industry—and they 
exceeded sometimes 80 or 90 percent—that the female load, as they 

called it, was too high. And, therefore, they did what they would 
call load the premium. Frankly, in that connection I am not sure 
whether we talked about—we talked about these items, among others; 
we talked about the benefits mainly. And then the discussion was only 
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as to this—as to so much retention by the insurance company, and 
the commissions to be paid and profits for the insurance company. 

Senator Dovetas. You talked hens the commissions to be paid? 

Mr. Doortty. The commissions were mentioned—that the company 
must pay the commissions. 

Senator Doveias. Was the amount of the commission mentioned ¢ 

Mr. Dootry. No, sir, it was not mentioned, 

Senator Doveias. Wouldn’t that be a matter to inquire about first 
as one of the first points of concern ? 

Mr. Dootry. Looking at it in retrospect is quite different than 
looking at it under those circumstances, [ assure you. You must al- 
ways, I think, in fairness to an individual 

Senator Doveras. If you were to do it over again, would you look 
at the commissions ? 

Mr. Dootey. If I knew what I know today, I certainly would have 
looked at the commissions and done a great many other things, too. 

Senator Doueias. Wouldn’t you recommend that all trustees find 
out what the commissions are? 

Mr. Dootry. I would certainly do that beyond question, Senator, 
and make it a mandatory duty on them, so there would be no question 
about their intruding into a field that sometimes it was indicated 
was not their business at all. 

Mr. Leece. Mr. Dooley, isn’t it true that Security Mutual, in fact, 
submitted nothing resembling a competitive bid on this case? 

Mr. Dootry. I don’t know what you would call a competitive bid. 
We had proposals. As I say, Mr. Leece, the best I have—the best recol- 
lection I have—the best recollection I have—that is 1950—that is 5 
years ago—— 

Mr. Lerce. The record shows, Mr. Dooley, that officials of Se- 
curity Mutual have so testified. 

Mr. Dootry. They may have testified, but I know what I saw in 
those days. I am not sure, but Saperstein did have—Saperstein and 
Epstein had something at that meeting, and they did figure out bene- 
fits, and they talked about a schedule and so forth. 

They did talk about that, beyond question. I recall that. And the 
benefits could be made high, but they could be cut down depending on 
how much we pay them, and if we made them too high we would go 
bankrupt. 

Senator Doveras. The committee will adjourn, now, until 10 o’clock 
in the morning. 

We will meet tomorrow in room F-82, on the street floor, which has 
been reserved for all day. 

(Whereupon, at 4:30 p. m., the committee recessed, to reconvene at 
10 a. m., Wednesday, March 30, 1955.) 
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WELFARE AND PENSION PLANS INVESTIGATION 


WEDNESDAY, MARCH 30, 1955 


Untrep Sratres SENATE, 
Com™MITTEE ON LaBor AND PuBLic WELFARE, 
SUBCOMMITTEE ON WELFARE AND PENSION F uNDs, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
F-82, United States Capitol, Senator Paul H. Douglas (chairman) 
presiding. 

Present : Senators Douglas, Ives, and Allott. 

Also present: William A. Leece, chief counsel and staff director. 

Senator Doveras. When we concluded yesterday, Mr. Dooley was 
on the stand. We will resume the examination of Mr. Dooley this 
morning. 

Mr. Leece. Part of the original program with Security Mutual 
contemplated a 5-percent discount of premium which would be re- 
tained by the social security department, to be used in the general 
administration of the program. 


FURTHER TESTIMONY OF MATTHEW J. DOOLEY 


Mr. Dootey. That was discussed in Chicago at the first meeting we 
had of the trustees. The theory was that the premium would be $2.80 
per month per member, and they allowed 5 percent for self-adminis- 
tration ; yes, sir. 

Mr. Lerce. Now, was this arrangement suggested by the insurance 
carrier, or was it suggested by the social security department, the 
union, or what was the motivation for that arrangement? 

Mr. Dootry. My best recollection on that was that it was suggested 
by Mr. Byers and Mr. Saperstein. I don’t know who actually sug- 
gested it. 

Mr. Leece. Did the question of whether or not Security Mutual 
underwrote this business hinge on whether or not they would be willing 
to make this allowance? 

Mr. Dootry. That was never discussed, Mr. Leece, until the meeting 
in Chicago, and at that time, Security Mutual had the business. That 
is, in my presence; it was never discussed in my presence. 

Mr. Leece. They had the business before that arrangement was 
made on the 5 percent? 

Mr. Dootry. That is my understanding. The 5 percent first came 
to my attention in Chicago at the meeting in August of 1950. 

Mr. Lerce. The record shows that Miss Horner, in Indianapolis, 
would deduct or discount premium for each local before sending it on 
to Saperstein. She would make up a separate check payable to a wel- 
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fare deputy serving the local involved, the particular local that hap- 
pened to be involved, and that that welfare deputy had been selected 
or nominated by Mr. Byers pursuant to authority granted him by the 
board of trustees; is that correct? 

Mr. Dootey. That is correct. 

Mr. Lerce. Now, did you prepare the contract entered into between 
the social security department or Byers on the one hand and the wel- 
fare deputies on the other? 

Mr. Dootry. I did, sir. 

Mr. Leece. There is testimony in the record that—as a matter of 
fact, a copy of one of these contracts—Mr. Naddeo’s contract—is part 
of the record at this time. One of the provisions of that contract pro- 
vides that this money shall be paid to the welfare deputy; that no 
accounting shall be required. 

The purposes are stated generally as payments for administrative 
functions performed by that welfare deputy. Any money not used 
should be considered by the welfare deputy as his own, and there is no 
requirement for any accounting to the social security department. 

Would you consider that good business practice as a trustee of the 
social security department ? 

Mr. Dootry. I thought it was, because it was explained to me that 
the welfare deputies would have a considerable obligation to check, 
screen, and investigate claims as Mr. Byers indicated. He gave me 
quite a comprehensive statement of the type of people we were dealing 
with, the preparation of claims, and the thought was that the welfare 
deputies, in my mind, as I discussed it with Mr. Byers, was that the 
welfare deputies would actually put in a great deal of their own time 
in checking these claims, setting up an office, administering the pro- 
gram, the same as the insurance company would do in the field. That 
was my understanding, frankly. 

Mr. Lerce. Now, on several occasions, Mr. Palacios and Mr. Chas- 
mar—Mr. Chasmar being a trustee; Mr. Palacios was not a trustee, but 
an international officer and a welfare deputy—suggested that they 

saw certain problems in making payments to these welfare deputies 
as individuals, rather than to a welfare department of that local. 

Now, these objections were raised by these gentlemen at the meetings 
of the board of trustees, and on those occasions you objected ? 

Mr. Doo.ry. I objected ? 

Mr. Leecr. Not specifically, but you pointed out that you saw noth- 
ing wrong with that type of operation. In other words, you saw 
nothing wrong with paying the 5 percent to these welfare deputies 
in their individual capacities, and as a matter of fact, as you have just 
testified, Mr. Dooley, you prepared the contract. 

Mr. Dootry. That is correct. 

Senator Dovetas. The Chair will rule that counsel is now introduc- 
ing new evidence which has not, so far as I know, been advanced be- 
fore, and that he should support that statement that Mr. Dooley ob- 

jected or said that it was not necessary before Mr. Dooley will be 
aaa to answer. 

Mr. Leece. With your permission, Mr. Chairman 





Mr. Dootry. I would like to refresh my recollection, if I could, 
on that. 

Mr. Lerce. At a meeting of February 13 and 14, 1952, at Los 
Angeles. 
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Mr. Doo.try. I don’t recall Mr. Palacios ever complaining about it. 

Mr. Leece. Now, these are not—the material that I have does not 
represent the exact text of the minutes. These are records that we 
acquired from the original minutes, and we will try to locate it. 


Mr. Lawrence R. Palacios brought up the question of the 5-percent payments 
being made to certain individuals designated by the chairman of the board of 
trustees of the social security department. He said he was concerned about the 
practical and legal aspects of this practice. 

Insurance Consultant Saperstein said there was no question about the pay- 
ments being legal as they were allowed by Security Mutual from part of the 
premium paid to defray the expenses of checking, et cetera, which work was not 
being done by Security but by welfare representatives who were thus entitled 
to some compensation for this work, it being over and above the work they pet 
formed as members of the local union. 

Dooley likewise contended that such payments were legal because of the cir 
cumstances under which they were being paid. 


Senator Dove.as. I think there should be included in the text at 
this point the verbatim statement from the trustees meeting, but I 
think we should include in the text of the hearings at this point that 
which you have been summarizing. 

Mr. Leecr. Yes. 


Trustee Goldstein then stated that he had a matter involving the field admin- 
istrative expense which he would like to bring before the board of trustees with 
the consent and approval of Mr. Lawrence Palacios, president of local 26. 

Mr. Palacios being present, stated he wished the board to give consideration 
to the matter which Mr. Goldstein referred to and said he would like to discuss 
the problem as it was giving him some difficulty. 

Mr. Palacios was given the floor and proceeded to state his problem. He 
stated that since the inception of the welfare plan, the social security department 
had been making the field administrative expense checks payable to the persons 
who had been designated by the chairman of the social security department as 
the one responsible for the checking, screening, investigating and otherwise 
looking into claims on the local lever. He stated that he was concerned about the 
practical and legal aspects of this practice. 

In this connection, Insurance Consultant Saperstein stated that there was no 
question about the payments being legal since they were allowed by the Security 
Mutual Life Insurance Co. from part of the premium paid to it to defray the 
expense of checking, screening, and investigating claims in the field, which was 
not being done by the Security Mutual Life Insurance Co., but was being done 
by the welfare representatives, and therefore, the welfare representatives were 
entitled to some compensation for this work, which was over and above and in 
excess of the work they performed as members of the local, if such welfare 
representatives were members of the local. 

Trustee Dooley stated that in his opinion the allowance of the field admini- 
strative expenses by the Security Mutual Life Insurance Co., the insurance car- 
rier, to the social-security department for payment to the persons acting as 
welfare representatives who actually performed the work of investigating, 
screening and checking and otherwise handling claims at the local level was 
legal in view of the fact that the Security Mutual Life Insurance Co. would 
have to pay far in excess of the 5 percent of the premium allowed for such ex- 
pense if it were to employ representatives in the various cities and counties 
throughout the United States where the social-security program was in force 
and effect. 


Senator Doveras. That is a quotation from the board of trustees’ 
minutes at what date? 

Mr. Lerce. Page 11 of the minutes of the meeting of the board of 
trustees held at Los Angeles, Calif., on February 1: sand 14, 1952 

Senator Doveuas. I think it should be submitted to Mr. Dooley so 


he may reply to the question. 
Mr. Dooutey. Thank you, Mr. Chairman. 
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Senator Doveras. Do you wish to make a reply to this point that 
counsel has raised ¢ 

Mr. Doo.try. | would like to, Mr. Chairman, if I might. 

While it is true that some locals—as I understand, they had this 
so-called administrative trustee. 

Senator Dove.as. It was true of the Jersey City local, as I under- 
stand it, where Mr. Chasmar did not take the fund personally, but 
paid it into a local fund, and was it not also true in San Francisco? 

Mr. Dootry. I think it was true in San Francisco. I think the 
understanding was, however, that if there was any surplus they could 
apply it to their own compensation for services which they performed 
over and above their normal duties as union officials. That was the 
understanding, and as I say here, this was to perform the services in 
lieu of the Security Mutual. 

Mr. Saperstein made quite a point of that. He said—and Mr. Wickes 
did, also—he said we are now setting up offices throughout the United 
States, and these men are doing the work that the Security Mutual 
would do and, therefore, the 5 percent is theirs, and I said if they do 
it over and above what their normal duties as union officials are— 
that was my position. That is why I made that statement in the 
record here. 

Senator Ives. Was Mr. Wickes at that meeting? 





Mr. Dootry. Mr. Wickes had been at prior meetings. Whether he 


was at this meeting, I don’t know. I can find out in a second, if I 
might. 

He was at most of the meetings—not most, but a great many of the 
meetings. This had been—no, Mr. Wickes was not at that meeting, 
but Mr. Wickes had discussed that with the trustees frequently. 

Senator Dovetas. You see, the point, Mr. Dooley, is this: That if 
you make such large payments to an individual where per capita as- 
sessments and premiums are high, 5 percent, therefore, amounts to 
considerable sums, and there is always the danger of abuse. 

It seems to me very difficult for a union official to segregate time 
on union business from time in excess of union business, since normally 
the claims to benefits will come during working hours, where, pre- 
sumably, a union official is already being paid, and the question then 
comes as to whether safeguards should not be set up to prevent these 
becoming slush funds for union officials, and I think it is the failure 
to distinguish between these two points that was the trouble. 

Senator Ives. Mr. Chairman, at this point, has the identity of these 
deputies ever been indicated ? 

Senator Dovetas. Yes. They are in the record. 

Senator Ives. I don’t mean their names. I mean what role did they 
play in the union? 

Mr. Leece. Well, with your permission, Mr. Chairman, I wanted 
to ask Mr. Dooley that precise question. 

Senator Ives. All right. Go ahead. 

Mr. Leecr. With your permission, sir, at this point, again, Mr. 
Dooley, I refer to the meetings of February 10, 17, and 18, 1953, as to 
what you refer to as “independent contractors form” to cover the 
appointment of welfare representatives or deputies; that as to the 
welfare department administrative expense paid to the welfare dep- 
uty, that portion thereof which was not employed or paid out for 
expenses would be taxable income to the recipient. 
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Then, later on, at that same meeting, Dooley pointed out the prac- 
ticability of having one do this work who was familiar with the 
members. 

Were you aware of the fact that at least one of the welfare deputies 
that we know of, Mr. Dooley, was not associated with the Laundry 
Workers Union in any capacity, namely, Mr. Sidney Brennan, who 
serviced three locals in the Minneapolis-St. Paul area 

Mr. Doouey. I didn’t know that, Mr. Leece, and furthermore, 
might I add, Mr. Chairman, I understood with some of these large 
locals, like, for example, the local in Chicago, they had some—so I was 
advised by Mr. Byers—they had some 26 business agents performing 
this work and going into the colored districts, whereas Mr. Wickes 
indicated that they couldn’t get in there sometimes if they were just 
representatives of the insurance company. 

The main thought of the welfare deputy agreement, as far as I 
drafted it up, was concerned not to have liability on the social-security 
department in case of accident or in case of hurting somebody or in 
case of—well, of some act that might cause the social-security depart- 
ment to be responsible for them. 

Senator Ives. Was it your understanding, Mr. Dooley, that these 
welfare deputies were business agents of the union ¢ 

Mr. Dootry. That was implied; yes. 

Senator Ives. Did you know whether they were or not ? 

Mr. Dootry. Well, Mr. Byers said he was going to appoint mem- 
bers of his union as welfare deputies; yes, sir. 

Senator Ives. You say members of the union. Now, that doesn’t 
exactly identify the titles. You don’t know the exact status they 
occupied in the union, do you ? 

Mr. Dootry. I don’t; no, sir; but the way it worked out, apparently 
he selected somebody who was a business agent or somebody that had 
some power in the local. 

Senator Artuyorr. Mr. Dooley, I don’t know whether you drew this 
agreement under your own—whether it was your own idea or whether 
you drew it up at the direction of someone. Which was it? 

Mr. Doo.ry. It was strictly my own idea. Nobody gave me any 
directions. 

Senator Atitorr. Then wouldn’t you say that the business agreement, 
the welfare agreement, simply left it wide open for the welfare depart- 
ment, namely, Mr. Byers, to take 5 percent of all the premiums and 
use that fund as a fund for building up his own strength and con- 
trolling the union ? 

Now, will you show me anything in that agreement which did not 
curb that right—or which curbed that right ? 

Mr. Doorry. I think it was wees to that, but frankly, I will 
be honest with you about that. I didn’t think the man was trying 
to build up the welfare plan; I didn’t think he would do that. Of 
course, if you look at things in hindsight, you see things quite 
differently. 

We are looking back 5 years, and frankly, I wouldn’t have done a 
lot of things if I could have the perspective as of today, I assure you, 
Senator Allott. 

Things would be quite different if I had this perspective. I can 
guarantee you that beyond question. 








640 WELFARE AND PENSION PLANS INVESTIGATION 


Senator ALiorr. That is the reason I asked whether or not you did 
it. Now, you will have to agree, I am sure, that is what was done 
with the 5 percent. It simply was money to buy and build up and hold 
a union organization, was it not? 

Mr. Dootry. I don’t know anything about the effect of that in the 
union. My contacts with the union were solely at the meetings. We 
had our meetings of trustees. I didn’t—— 

Senator Atiorr. Well, now, as a typical example, you know Mr. 
Naddeo? 

Mr. Dootry. I have met Mr. Naddeo; yes. 

Senator ALLorr. Were you in the committee when he testified / 

Mr. Doortry. No, sir. 

Senator ALLorr. Have you seen his testimony ¢ 

Mr. Dootry. I have read portions of it ; yes. 

Senator Atiorr. Well, 1 think you will agree with me that Mr. 
Naddeo’s mental processes are of extremely limited activity, won't 
you ¢ 

Mr. Dootry. TI would say he _— smart, if you know what I mean; 
not culturally smart, but I think Naddeo is a smart man. That is 
what I gathered in our discussions when I met him at some of the 
meetings of the board of trustees. 

Senator Antorr. Well, I would advise you to read the testimony 
of Mr. Naddeo before this committee. But to go on with that thought, 
can you tell me anything that Mr. Naddeo could contribute—for ex- 
ample, you knew he was in this whole deal—what could he contribute 
toa welfare fund or the handling of a welfare department ? 

Mr. Dootry. I only knew this: He was selected by his general 
president, as the others were. I didn’t know when Mr. Naddeo was 
selected. I only knew when the checks came through. Each time 
we gave a check for the premium, the 5-percent check came with that 
at the same time. 

Senator Atiorr. Did you know that he, on examination, couldn’t 
even hazard a guess as to the number of claims filed in any given vear 
for his local, No. 10% He couldn't hazard even a guess as to the num- 
ber of claims filed in any month. He couldn’t hazard a guess as to the 

amount of claims filed in any month or in any year, ‘and he could 
not even tell the salaries of his business agents who were working 
directly in his office. 

Would you regard such a man as a competent businessman to whom 
5 percent of these great sums should be turned back for his own per- 
sonal use ? 

Mr. Dootry. It wasn’t my responsibility to select him. They were 
all union officials, union people, and under those circumstances, I 
assume that Mr. Byers would select the proper people. I had nothing 
to do with that whatsoever. 

Senator Atvorr. Referring to this agreement which you drew, is 
this agreement which I have in my hand the agreement which you 
drew ¢ 

Mr. Dootry. I think that must be it, yes, sir. That is it. 

Senator Atxorr. I want to ask you specifically—you say that you 
drew this, and you assume responsibility for it. With respect to 
the next to the last paragraph, exclusive of the whereof clause, there 
is this provision: 
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Should any surplus remain after repayment of said items, then it may be re 
tained, provided, however, that such surplus shall be reported as income in ac 
cordance with law. 

Now, whose idea was it that the theory of these payments should 
be to individuals and that they could keep what was left over ¢ 

Mr. Dootrey. That emanated from the chairman, frankly. 

Senator AtLorr. And so at least in that respect, this agreement is 
not yours; you were only the artisan of that idea 

Mr. Dootry. That is correct, Senator Allott, and J purposely put 
in there that if there was any surplus that they pay income taxes so 
there wouldn't be any questions of concealment of any surplus. At 
least they would have to report that. 

Senator AtLorr. As a lawyer, at the time Mr. Byers instructed you 
to insert that in that agreement, and based upon your extended prac 
tice of law, did you regard then that idea as afflicted with an v dangers ¢ 

Mr. Dootny. At that time, I did not. As ti say, again, looking in 
hindsight backward, I get quite a different view, but at that time 
that is 5 years ago. This whole thing was in its infancy. Then I 
couldn't see the situation, and now that it has developed before your 
committee, Lam amazed and oes of the whole situation. 

Senator Doveias. Mr. Doole V, it 1s not our purpose to castigate 
people for honest mistakes which re may have made in the past, 
and we are presumably looking toward the future. 

We are only interested in the past so far as it may help us to check 
some of these abuses from recurring again, but I hope you will permit 
me, if I may, to make this observation, which I utter without any 
animosity at all: That here you were the representative of the em 
ployers, who were ultimately, at least, advancing the contributions. 

You were a trustee with equal rights. You were secretary-treasurer, 
and you were counsel. Therefore, you should have been a steward 
over these funds. Yet, you were not a steward. You fell in with 
that arrangement which had obvious dangers, and secondly, when 
Mr. Palacios and, I believe also, Mr. Chasmar, uttered protests about 
the abuses which would come from having these amounts paid to 
individuals, rather than to a fund, you threw your weight not with 
them, but against them, and you helped the international officers 
and Mr. Saperstein to overcome the objections of these local union 
leaders. 

Now, it may well be that Mr. Chasmar and Mr. Palacios ho per- 
sonal risks when they protested against this arrangement. I think 
this was probably a very brave proceeding on their part. Yet you 
were not there to help them. You were not even neutral. You threw 
your weight against them, and while, as I say, I don’t want to have 
it thought that I am castigating you for that, certainly does it not 
indics ate that an employer trustee exalted to the position of general 
counsel and secreary-treasurer certainly did not protect the funds? 

And is it not an indication that we do not get perfect protection of 
these funds merely by requiring employer participation? We can 
only get better checking if the employer trustees and the employers 

take their duties seriously and try to help reform unfortunate pro- 
cedures which may have grown up. 

Mr. Dootey. Well, sir, in that connection, I recall distinctly Mr. 
Byers stating that these men would do this work, and frankly, as 
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he told Mr. Palacios at the meeting, he said, “After all, you are 
going to do the same as anybody else does with your funds.” 

Senator Doveuas. He didn’t; that is the point. As I understand 
it, Palacios was absolutely clean in this matter; that he set up a 
separate fund out of which specific expenses were paid. I don’t 
know how much he would pay, and Chasmar in Jersey City did the 
same. 

But they seem to have been unique among the leading local officials. 
In the other places, the funds seem to have been subject to the personal 
checking account of these men, and in the Chicago case, we have been 
denied access to the records of some $84,000, I believe, which was 
paid out to Mr. James. 

Mr. Dootry. Well, all I can say is that the 1 _ ord will have to speak 
for itself. I can say this: That whatever I did then, I did with 
honest intention. That is all I can say, Mr. Chairman. 

Senator Atxorr. Mr. Dooley, pursuing the chairman’s thought one 
step further—and we are interested in the prime function of this, to 
provide background for legislation. 

Senator Doueuas. That is correct. 

Senator Attorr. Would you care to answer this question—and there 
will be in my mind no recriminations if you do not care to answer it. 
Looking back on it—and you have been a practicing attorney for : 
great many years—do you think that as a gene ral practice it is 
wise to have either an employer or an employee trustee act as attorney 
for a trust fund, such as you did in this case# I am definitely em- 
phasizing that this is one place where our hindsight has an oppor- 
tunity to come into play. 

Do you see anything looking back which indicates to you that the 
positions and decisions that have to be made are such that a man 
could not with clear, free, equal choice also be a trustee and a counsel 
to the board ? 

Mr. Dootny. It would be much better to have an independent man, 
looking back, frankly. At the time, Mr. Byers said we might as 
well do this legal work also. Mr. Byers was the chairman of the 
union, and he ran the show, and he said you had better carry on, 
which I did. 

Senator Douveias. The Chair would like to correct a figure which 
it gave for the record. He stated that as his memory ran that the 
5 percent which went to Mr. James amounted to something like 
$84,000. It was $73,556.66. 

Senator Atiorr. Excuse me, Mr. Leece. 

Mr. Leece. That is all right, Senator Allcott. 

Mr. Dooley, I am still on the meeting of February 13 and 14, 1952, 
at Los Angeles. At that time, you moved the approval of a loan of 
$26,000 to ‘local 52 of Los Angeles, the secretary-treasurer of which 
was Charles Goldstein, union trustee of this fund, and that loan was 
approved. 

Would you consider that a proper investment of the funds of this 
social-security department ¢ 

Mr. Dootry. We had quite a discussion about that. As I recall, 
I think at that meeting there were four trustees, Mr. Byers, Mr. 
Goldstein, Mr. Toomey, of the Chicago laundry group, and myself. 

Mr. Lerce. Mr. James was also present. Mr. Palacios, Mr. 
Nicholson. 
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Mr. Dootry. We had — a group of labor people anes ves. 
Goldstein said we have this building. It is a very good buil ling. 
It would be a good loan. Frankly, I said, I am against it. I said 
let’s take a look at it. If it could be secured well. I don’t think we 
are barred from making a loan as a first mortgage on real estate. 

We went down to look at the property, Mr. Toomey and 1, and 
Byers did not go. Just Toomey and I went down and looked at the 
property with Goldstein. It is just about. oh. five blocks from the 
hotel where we were having the meetings. 

As a matter of fact, we took a cab down and looked at the property, 
and it looked to be, frankly, at $26,000, a very, very small loan. The 
loan was a good loan from a real estate st: andpoint. I am satisfied 
on that. 

Senator Doveras. But isn’t it a bad policy for people to loan 
money to themselves ¢ 

Mr. Dootey. Well, sir, prior to that we had been requested to make 
a big loan on something in Indianapolis owned by the union and we 
turned them down flat; it was quite a large loan. This was a small 
loan and we made it. The other loan looked very hostile. 

Senator Dovuaias. You got hostile? 

Mr. Doo.iry. I got very hostile about turning it down. I called 
Mr. Toomey in. 

Senator =~ As. You wanted to have it granted / 

Mr. Doorry. I did not, sir. I said if you get a telephone call, 
don’t acquiesce, because we cannot make that type of loan, and this 
came along and we made it. 

Senator Douve.ias. You were softened up, so to speak # 

Mr. Dootry. Only because of the validity of the security. That is 
the only reason for it. 

Senator Ives. What was the size of that loan that you were asked 
to make? 

Mr. Dootry. That was $50,000 or $60,000, I think. 

Senator Ives. What was the value of the property ¢ 

Mr. Dootry. It was on common stock in a corporation. 

Senator Ives. Oh: 

Mr. Dootry. We just couldn’t use trust funds for that purpose. 

Senator Dovenas. The Chair wants to commend Mr. Dooley for his 
restraint in the matter of the Indianapolis loan. 

Senator Atiorr. Even under the prudent man rule. While we are 
on that, I would like to ask him one further question. 

What percent, in your opinion, Mr. Dooley, what percent loan was 
this loan in Los Angeles. You loaned $26,000. What percentage of 
the fair market value was that ? 

Mr. Dootry. In my opinion, the property was worth easily $50,000 
or $60,000. It was nice, decent property. 

Senator Atuorr. It was less than 50 percent, then ? 

Mr. Doo.try. Yes, sir; in my opinion, definitely. 

Senator Doveias. The members of the staff are somewhat concerned 
that I praised you unduly, Mr. Dooley. No pun intended. 

Mr. Dooney. It sounds like a cliche, Mr. Chairman. Praise Dooley 
unduly or duly. 

Senator Doveras. As I said, there was no pun intended. They 
pointed out that the Social Security Department, apparently perhaps 
with your active stimulation, had made a loan on Founders common 
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stock in connection with California Life, and I believe it also pur- 
chased $250,000 of preferred stock. That is a matter for the future, 
but the staff did not want me to be carried away by my feeling of 
generosity and compassion ; that is, carried away unduly. 

Mr. Doory. I think the situations that developed were quite dif- 
ferent, Senator Douglas. By the way, I may state this: That in that 
Los Angeles situation, that went through the Title & Insurance Guar- 
antee Co. We got a title search on the policy and have a titled policy. 

Senator Dovucias. As a general rule, isn’t it bad to loan money to 
yourself or to a financial institution which you control and make loans 
to the group which controls the financial institution / 

Isnt it—because they are acting both as borrower and lender. In 
fact, I think this is a large part of the trouble that a great many people 
get into, sometimes innocently, in that they don’t distinguish between 
their functions. 

Mr. Lreecr. At a meeting a year later in Miami, Fla., February 16, 
17, and 18, 1953, you prese nted a letter to the trustees dated Januar y 
20, 1953, from the New Linen Supply Corp., 1747 Hancock Street, 
San Diego, signed by one Phil Minnick, wherein Minnick wrote he 
would like to apply for a loan from the social-security department. 

The loan would be guaranteed by a first trust deed on the property 
located at 1747 Hancock Street, and you and Goldstein reported you 
investigated the property and had rec eived an appraiser's report which 
was placed in the minutes. 

Following this report, the fair evaluation of the property was 
$129.510. You further advised that in your judgment—you and Gold- 
stein, that is—advised that in your judgment the property was very 
good and sound security for a loan of $35,000. 

That loan was, in fact, made, was it not ? 

Mr. Dootry. Yes, sir. 

Mr. Leece. What was the New Linen Supply Corp.?, What type of 
business were they engaged in 4 

Mr. Dootry. That was linen supply. We went down and ob- 
served the plant, the people working there. They had a—it was a 
corner lot. They had a parking place in the corner, very large park- 
ing place for their trucks, and then they had a very substantial build- 
ing, basement and ground floor. 

In my opinion—I am not an appraiser—but in my opinion the prop- 
erty Was easily worth S80. )00 to $90,000. It was a sectlon—San Diego 
at that time was pushing out in that direction. It was a very fine 
piece of property. 

What I was trying to do, frankly, was to get some money invested 
from the bank in Indian: ipolis, and this was the first pattern to get 
some of the money out and get it working, if we possibly could. 

Mr. Leece. Well, the subcommittee made some inquiries concerning 
the New Linen Supply Corp. We found that it had been established 
3 or 4 years prior to this time, largely through funds supplied by a 
business organization known as the Auxili: ary Corp., which was, in 
turn, owned by various locals of the Laundry Workers International 
Union. 

The officers ofthe Auxiliary Corp. were Mr. Charles Goldstei In, a 
union trustee of the laundry workers international fund; Mr. Sam 
Byers, president of the laundry workers union, and president of the 
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board of trustees; and Einer Mohn of the International Brotherhood 
of Teamsters. 

Did you have any information on the real identity of the New Linen 
Sup yply Corp. at that time! 

Mr. Dootry. No, sir; I did not. We made a title search of the 
property, and there was no loan indicated on that property by any 
such name as Auxiliary Corp. 

Mr. Leece. If you had the information that was deve loped concern 
ing the New Linen Supply Corp., would you consider it a prudent 
and proper investment on the part of the social-security department ¢ 

Mr. Dootey. I would not have made it, sir. [ would not have made 
it. That is, I—I mean to say, I would have voted against making it. 

Mr. Lerece. On the subject of the payment of the premium on this 
laundry workers welfare fund, as [ understand it, Mr. Dooley, origi 

nally—that is, dating from 1950 until March of 1951—the premium 
was sent direct to the insurance carrier, namely, Security Mutual. 

Mr. Dootry. Between what periods again, so I can be sure ¢ 

Mr. Leece. 1950, when the program was undertaken by Security 
Mutual, until March of 1951. 

Mr. Dootry. Yes, sir. 

Mr. Lerece. Now, at a meeting of the board of trustees in March 
1951, Mr. Saperstein was named insurance agent on this case, and at 
that same meeting, the trustees voted to transmit the premium or remit 
the premium to the carrier thereafter, not direct, but through Mr. 
Saperstein. ; 

Was that done at Mr. Saperstein’s recommendation or suggestion ? 
Do you recall that? 

Mr. Dootry. As I recall, Mr. Saperstein came before the board of 
trustees—I think there were four trustees then—and said Security 
Mutual would like to have him have the premiums made directly 
payable to him. I quizzed him on it. 

He said, well 

Senator Ives. Do you mean Mr. Wickes, for Security Mutual? 

Mr. Dootry. No; Mr. Saperstein. 

Senator Ives. No; but you said Security Mutual wanted it made 
through Saperstein. Mr. Wickes had made that request for Security 
Mutual. 

Mr. Dootry. No; that was Mr. Saperstein. What meeting was 
that, to see who was present ? 

Mr. Leece. March 1951. March 5 and 6, 1951. I have the text of 
the resolution, Mr. Dooley, or the gist of the resolution. Can you find 
it in yours? 

Mr. Dootry. Do you have these? These go down from the—— 

Mr. Lrece. March 5 and 6, 1951. They run chronologically. 

Mr. Dootey. I see. They go right down chronologically. I see. 

I think I have it right here. 

Yes, Mr. Leece. March 5 and 6, 1951. 

Mr. Leece. Would you mind reading the resolution approving this? 

Mr. Dootry. Don’t you think it is only fair that we indicate which 
trustees were present there also? 

Mr. Lerce. I think they should be in the record, yes. 

Mr. Dootry. Sam J. Byers, Charles Goldstein, John J. Toomey, and 
Matthew J. Dooley. 
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The first 2 were the labor trustees; the latter 2 were the employer 
trustees. What page is that on, Mr. Leece ? 

Mr. Leece. You have the original there. 

Mr. Dootry. Oh, I see. 


First, the trustees proceeded to discuss the appointment of insurance agents 
to handle its relations with the Security Mutual Life Insurance Co. and to whom 
premiums in the group insurance policies in effect between the said insurance 
company and the social-security department of the Laundry Workers Interna- 
tional Union would from time to time be paid. 

It was the consensus of the trustees that Louis Saperstein of Newark, N. J., 
be appointed the insurance agent of the social-security department. Where- 
upon upon motion made by Trustee Matthew Dooley and seconded by Trustee 
Charles Goldstein, the following resolution was unanimously adopted : 

Be it resolved, That Louis Saperstein be and hereby is appointed an insur- 
ance agent of the social-security department of the Laundry Workers Inter- 
national Union and that premiums for group insurance policies in effect between 
the social-security department of the Laundry Workers International Union and 
Security Mutual Life Insurance Co. be paid to said insurance agent for the trans- 
mittal to said insurance company and to obtain thereby from time to time as 
premium payments are made proper receipts of such payments for the benefit 
of the social-security department of the Laundry Workers International Union; 
be it further 

Resolved, That said Louis Saperstein shall receive any and all compensation 
that may grow due to him from said insurance company from whom the social- 
security department Laundry Workers International Union has in effect an insur- 
ance contract. 

Senator Ives. I want to raise a point there. 

That was not made then on the recommendation of the Security 
Mutual? 

Mr. Doorry. We had quite a discussion, Senator Ives, prior to this 
resolution. And Mr. Saperstein said that this was satisfactory to 
Security Mutual. We ‘would pay the premiums to him. And I as- 
sumed this: that since the contract was in force with Security Mutual 
Life Insurance Co., that therefore the payment to him and the receipt 
ultimately by Sec ur ity Mutual would indicate whether it was satisfac- 
tory or not. 

Senator Ives. That was not my question, though. 

The question I raised was whether Security Mutual recommended 
that it be done. 

Mr. Dootry. That is what I was told definitely. 

Senator Ives. Who told you? 

Mr. Dootry. Mr. Saperstein. 

Senator Ives. I see. 

Mr. Dootry. And told the board also. 

Senator Dovetas. Mr. Dooley, the question immediately comes u 

q Pp: 
What was to be gained by this transaction? It is obvious that it 
means extra handling of the same amounts of money and the same re- 
ports; that if the premiums have been transmitted directly by the- 
social-security department to the life-insurance company, that you 
would have eliminated an extra step. 

Putting Saperstein in there required the social-security department 
tomake reports to him; and required him to make repor ts and transmit 
amounts of money to the life-insurance company. I see nothing to 
be gained by this. And at the very least, it would certainly be an 
added and unnecessary step 

At worst it turned out—and the evidence has not been controverted, 
at least—that $900,000 of this money less benefits paid was not for- 
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warded to the insurance company, not returned to the social-security 
department, but siphoned off and sent to the Laundry Workers Inter- 
national Union in care of a union official, Mr. James. 

Mr. James refuses to testify what he did with this money. So that in 
practice there is grave suspicion—well, let me put it this way: That 
$900,000 was looted for something that was not necessary in the first 
place. And since you are an experienced businessman and attorney, 
didn’t these thoughts come into your mind when you moved for that 
resolution? Andy you did move for that resolution, It was not merely 
that you voted for it; you moved it. 

Mr. Leece. With your permission, Mr. Dooley, I think it should 
also be noted that the same resolution called for the payment of com- 
mission to Mr. Saperstein direct by the carriers. There could be no 
argument made that Mr. Saperstein needed this type of an arrange- 
ment to take his commission as the premium was sent to him. 

He was being paid direct by the carrier pursuant to this resolution. 
So, it served no real purpose as far as I can see. 

Mr. Dootry. The reason for it was: As I recall, Saperstein made 
quite a show that the Security Mutual was dissatisfie d with the strag- 
gling way the premiums were coming in, particularly from San Fran- 
cisco, because of a number of small laundries who were making pay- 
ments. 

And, therefore, Mr. Saperstein said “I had better handle it myself.” 

Senator Doveias. Well, he couldn’t speed up the payments from the 
employers and the locals to the social-security department. Far from 
speeding up the payments, he actually slowed down the movement 
of moneys to the insurance company. 

Mr. Dootey. That wasn’t the point, Senator Douglas. The point 
was that he would accumulate them and send them in in one fell swoop. 
That was the general thought. 

Senator Douatas. The social-security department could have accu- 
mulated them equally well. 

Mr. Dootry. But Mr. Saperstein was the agent of the Security Mu- 
tual and a trustee of their funds. 

Senator Douetas. I am not experienced in insurance matters, with 
the exception of industrial life-insurance policies where the agent 
does collect the premiums. Certainly in premiums of any size it is 
not a function of the agent to collect premiums and forward them. 

Senator Aniorr. Mr. Chairman, I make this observation—and it 
differs slightly with yours in one sense. I think Saperstein did slow 
down the process; but I think we have enough testimony here to 
justify the conclusion that perhaps with Saperstein’ s direct: influence 
there could have been some threats and coercion used. We have some 
testimony to indicate that threats and coercion were used toward em- 
ployers which had the effect of accelerating their payments to the 
social-security department while he was slowing them down on the 
other end. 

Senator Doveras. All I am saying is that at best it would seem to 
be an unnecessary step. And at the worst it lends itself to grave 
abuses, and apparently it did in this case. 

Senator Ives. Maybe Mr. Hinman could tell us something on that. 

Mr. Hinman. It is my understanding that this was the only welfare 
fund on which the premiums went through the agent. 

Senator Ives. I didn’t think that was a general practice. 
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Senator Doveias. Was that true of fund X? 

Mr. Hinman. Those went direct. 

Mr. Dootey. My understanding was that Mr. Saperstein was the 
agent for the company, and the payment to him was payment to the 
company. And I could not conceive of Mr. Saperstein doing anything 
else but remitting them; because we paid by check. And then Security 
Mutual would have a check on him. I could not conceive of anybody— 
looking at it in retrospect now—accepting a payment by check and 
the proceeds of that check ultimately not going to the insurance com- 
pany. [could not conceive of anybody in their right mind attempting 
to get by with any stealing, if any stealing were done. 

Mr. Lercr. At that point, Mr. Dooley, you as I understand it, were 
secretary-treasurer of the trust fund ? 

Mr. Doorry. Yes, sir. 

Mr. Leecr. And you, as I understand it, signed all premium checks 
that were sent to Mr. Saperstein ? 

Mr. Dootry. They were sent to me, to San Francisco, and I signed 
them; yes, sir. 

Mr. Leecr. Did you examine those checks ? 

Mr. Dootry. I did. 

Mr. Lerce. When they came back to you as secretary-treasurer—— 

Mr. Dootry. They didn’t come back to me, sir. 

Mr. Leece. Whom did they go to? 

Mr. Dootry. They went back to the Indianapolis office. The office 
was maintained there. I merely signed the checks in San Francisco. 

Mr. Lerce. Let me ask you this, then, sir: 

The resolution providing for this arrangement also provided that 
Mr. Saperstein would provide receipts for these payments. Did you, 
as secretary-treasurer, ever get a receipt of any kind from Mr. Saper- 
stein ? 

Mr. Dootry. I got none; but I assumed that Mr. Byers did. I didn’t 
go to the Indianapolis office. In fact, it was indicated that that was 
being run by the union in this whole plan. 

Senator Doveias. No, Mr. Dooley. I want to emphasize this point : 
The social security department was presumably run by its board of 
trustees, three representing members of the union and three repre- 
senting employers. And I think a portion of the trouble has come 
from the fact that the employer trustees evidently did not think that 
they were coequal members of the board, which they were. 

Mr. Doorry. I am afraid that is true in fact if not legally. But in 
any event, the thought was this: that payment to the agent of Security 
Mutual was payment to the company. The company made no protest 
to the trustees at any time that I recall of ever disavowing or disputing 
the fact that Mr. Saperstein should accept the premiums, 

He paid the premiums to Security Mutual. Security Mutual ac- 
quiesced and accepted that situation. If they had not, 1t would have 
been stopped. But they acquiesced. And the first time Mr. Saper- 
stein actually made payments to them, they knew of the change. The 
change was proper to them, and was accepted by them. 

Mr. Lrercr. There has been testimony, Mr. Dooley, that they did not 
know of the change. They have testified to that effect, and that they 
were never advised at any time by the social security department as to 
that change. 
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Mr. Doo.ry. They received the checks from sapersteln, did ; 
ot, from the social security department, for this big case? It cei 
tainly could not escape them ve ry we ll. 

Senator DouGias. You see, we are handics apped by the fact that we 
annot get hold ot Mr. Wi 1c ‘kes due to his cle tors ord r. 


Mr. Dootry. I think Mr. Wickes should be here. 


Senator DouG Las. So do we. That has handicapped our case very 
much. We sent men out to take —— s. And those deposit ons, 
as I understand it, are not very enlightening. We do not feel that we 

ave had apprec lt a china ation from can. or, | m iy say, from Mr. 
Byers either. And we cert: alnly have not had cooper: ition from Mr. 
James, 


Senator Ives. I think, Mr. Chairman, I can understand the insur- 
ahce company s position with respect to Saperstein. He was their 
onsultant. He was their agent and consultant on the fund. 

Senator Atvorr. I think it is proper to observe in view of what has 
transpired that apparently this matter was handled, as far as the 
insurance Company was concerned—and cious ‘Me. teas obser- 
vations are correct to that extent—but unfortu ately they were 
ded within the insurance company, by a man whose reputation 
not been enhanced by these hearings. 

Senator DovuG.as. Yes. 

Mr. Dootry. This was quite a large case. And certainly the Secur- 
itv Mutual was well aware of the fact that Mr. Saperstein, their agent, 
was licensed by the State of New York I understand—lI further un- 
derstand that the insurance commissioner issued a license at the 
request of Security Mutual making Mr. Saperstein their agent. 

Now, I understand Mr. Saperstein was under bond to Security 
Mutual, so I was informed. 

Senator Atitorr. May I ask you a peoeeon sir / 

Did the board of trustees ever discuss, or did they ever demand 
from the insurance company, Security Mutu: “4 a report of what they 
were buying and what they were getting? After all here was a group 
of six men acting as trustees. ‘They received money from many, many 
employers in trust for the use of thousands of individual persons 
around the country to see that insurance was bought for those persons. 

I would be interested in knowing what efforts the board made, if 
any, toward seeing that those funds were ultimately applied as they 
should have been applied. 

Mr. Dootry. Mr. Leece may help me on this in answering that, 
senator Allott. 

I think in the meeting in Indianapolis—you are more familiar with 
the minutes than I am, I am sure—I did request such a breakdown 
from Mr. Wickes. I think that was the meeting. 

Mr. Leece. That is true. But the observation I was going to make 
is this: Isn’t it true that at any time such request was made by you 
or anybody else, that the report was made by one of two people: (1) 
Mr. S aperstein or (2) Mr. Wickes? 

Mr. Dootry. That is correct. In fact, I never got a response to 
my request. When we learned of the dividend—lI think it was the 
first dividend of $50,000—I asked for a complete breakdown as to how 
the dividend was reached, what the total amount of claims paid was. 
This is all in the record, gentlemen. I asked for the total amount of 
claims paid, the commission, the retention. 
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In other words, I asked for a complete breakdown on how they fig- 
ured the dividend, their cost, and so on. I wanted a complete state- 
ment. I asked for that several times informally, and I never got it. 
In fact, it was implied that I should mind my own business. 

Senator Doveias. Who told you that ? 

Mr. Doorry. Saperstein told me. He said “After all, this is a 
labor deal ; it is none of your business.” 

Senator Atxorr. I think from your standpoint, Mr. Dooley, that 
is a very vital matter. I think it is one of the most vital things that 
you could say. Because you were a trustee. And I don’t have to 
tell you the obligations of a trustee, I am sure. And the fact that you 
did make an effort to get a breakdown on this is, in my opinion, one 
of the most vital things that you can say yourself personally. 

Wouldn’t you think so, Mr. Chairman ? 

Senator Doveias. I do. It is very commendable. I wish it had 
been pushed somewhat more strenuously. 

Senator Atuorr. Is it the truth, actually, that this fund was com- 
pletely operated by the union members and Saperstein, and maybe 
some others—and James too, for that matter—but primarily by the 
union, and that the position of the employers was one of sufferance 
only ? 

Mr. Dootry. Toa large extent, yes, except as to the signing of checks 
and keeping a record of all disbursements of the social security de- 
partment. I felt that I kept a complete record of all checks of the 
social security department which I have detailed, all checks that I 
signed. And I insisted upon two signatures on the checks. That 
would be a safeguard which would be sufficient under the circum- 
stances. Otherwise, I have to say “yes” to your question. 

Senator Dovuetas. The congressional committees are not quite a 
judicial body. But they have judicial aspects. Comments by mem- 
bers may be taken as indicating the opinion of the committee. I am 
sure the Senator from Colorado made this statement in good faith 
and as representative of his honest conviction. 

My own feeling is that trustees cannot be so easily absolved from 
responsibility. My feeling is that while they perhaps were placed 
in an Official position and felt pressures operating against them which 
have not been openly stated, but which we can surmise, that they were 
not sufficiently zealous in protecting the integrity of the funds of the 
system, and that upon occasion, as the testimony seems to indicate—— 

Senator Ives. Well, Mr. Chairman, you are bringing up a new field 
here. 

Senator Dove.as. But I simply bring it up because the Senator 
from Colorado—— 

Senator ALLorr. Well, let me say this, Mr. Chairman. 

Senator Dove.as. Well, just let me finish my statement. 

Senator Atiorr. Pardon me, Mr. Chairman. 

Senator Dovetas. And that upon occasion, as the minutes of the 
meetings of the trustees seem to indicate, Mr. Dooley joined in put- 
ting through measures which certainly turned out not to be in the 
best interest of the fund as a whole. 

Senator Attorr. I agree with the latter statement. But let me 
say, Mr. Chairman, that when I dictate my opinions, I will dictate 
them as my own. And I would rather not have the Chair put its 
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own interpretation upon my statements. I made no such statement 
as the Chair has attributed to me. But after sitting in these hearings 
for some 3 weeks now, I have become convinced that the play of 
influences connected with this particular union with respect to these 
trust funds was one of great significance. And no one—and I think 
Mr. Dooley would himself say so, and certainly I say so—no one can 
exonerate the legal responsibility of the trustees by reason of such fact. 

But I do want to bring out—and this is from my own observations 
of what has occurred in this committee—that it is very obvious that 
union influences in this particular case, unsavory influences, were 
bringing an undue pressure upon the management of this fund. 
And further than that, I don’t care to go at the present time. 

Senator Ives. Well, Mr. Chairman, we both have now opened up 
the avenue that I was going to mention. 

It occurs to me that one of the things we are going to have to 
consider when we get around to legislation is whether, in the selection 
of trustees for any fund of this nature, either representatives of the 
employ ers or the union should serve as trustees. 

Senator Dove.as. Yes. 

Senator Ives. I think that is a very serious question with which 
we are faced. I simply cite that. 

Senator Doveras. Well, the differences may turn out to be semantic. 

Senator Ives. That is right. 

Senator Dove.as. But I did not want to have any inference at all 
from the remark of the Senator from Colorado that I at least felt 
that the employer representatives were free of all blame. 

Senator Atxorr. I don’t think so either, sir. But at the same time, 
I think I have made my position clear. And I think we might gener- 
ally agree that certainly as long as we are conducting public hearings 
that any remarks of any of the members of the committee that are 
made are strictly the thinking of that particular member and do not 
reflect the joint opinion of the committee. 

Senator Doveias. That is why the Chair made this remark only, 
lest it be inferred that by silence he gave consent. 

Mr. Dootrey. Mr. Chairman, may I make a statement in connection 
with these minutes of this meeting where we are talking about ap- 
pointing Saperstein. 

I think it is only fair to myself and my reputation that you have 
a little background on that. 

Now, you are looking at Saperstein from this point—and I am 
quite amazed frankly: 

I understood from Mr. Wickes at the time that Mr. Saperstein 
was a very wealthy man, a very successful insurance broker, had main- 
tained a very large office in Newark, N. J., that he had purchased 
from Security Mutual Life Insurance Co. a large apartment house 
for some $900,000, and was a very reputable citizen, and had a tre- 
mendous amount of business, and had thrown a great deal of that 
business to Security Mutual Life Insurance Co. 

At that time there was no assertion—or there was no flavor of any 
bad character on behalf of Mr. Saperstein. If there had been, you 
can be assured 

Senator Dovenas. In other words, you took him on Mr. Wickes’ 
say so? 
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Mr. Dootry. Judging from his appearance, judging from his dis- 
cussion of insurance, and judging from the fact that he was known to 
be a wealthy man, and a very successful insurance broker. 

Senator Doveras. Will you proceed, Mr. Leece. 

Mr. Lerce. Mr. Dooley, I would like to direct your attention to the 
meeting held in your office in San Francisco on August 6, 1953, about 
which there has been some reference heretofore. 

Mr. Dootry. Yes, sir. 

Mr. Lerce. Will you tell us briefly, sir, what the purpose of that 
meeting was and the function that you played at that meeting ? 

Mr. Doorry. I was acting as a trustee fora group. 

Mr. Leece. Will you identify that group, please, sir, Mr. Dooley ? 

Mr. Doorry. That was Mr. Byers, Mr. Goldstein, Mr. James, Mr. 
Wickes, and those other members of the international who would reim- 
burse Saperstein for any advances he would make to acquire the shares 
of California Life Insurance Co. 

Mr. Lerce. Why do you say Mr. Saperstein ? 

Mr. Dootry. Because Mr. Saperstein was fronting for a so-called 
pool of union officials. 

Mr. Leecr. That raises a very important question at this point. 

The testimony heretofore has been that the social-security depart- 
ment was the interested—was the real party in this, and yet the people 
that you have identified, Byers, Goldstein, James, and members of the 
union, are all members of the union, not the social-security depart- 
ment. 

Wickes, to your knowledge, had no association either with the union 
or the social-security department, except as a consulting actuary. 

Mr. Dootry. That is correct, but this group wanted to buy this com- 
pany for reasons that ultimately would be 

Mr. Leecr. What company are-you speaking of now? 

Mr. Dootey. Would buy the shares of California Life for the pur- 
ose of ultimately turning it over to the social- security department, 
ee it was said that in a short time that the union would control 
the fund and have their company for their own means, and it could do 
a better job. 

Senator Doveras. Mr. Dooley, were you aware at this time that Mr. 
Wickes was still vice president of Security Mutual in New York? 

Mr. Dootry. August 6? 

Senator Dovenas. Yes. 

Mr. Doorry. I thought he had resigned on August 1. 

Senator Dovenas. When you conducted preliminary negotiations 
between Mr. Wickes and California Life, did you not know that he was 
vice president of Security Mutual? 

Mr. Doorry. I didn’t conduct preliminary negotiations. 

Senator Dovuetas. You had introduced him, T believ e, to Mr. Faris; 
did you not? 

Mr. Dootry. I did. He came to San Francisco and called me up. 
He said he was greatly interested in leaving Security Mutual sometime 
in the summer. He wanted to be out West. He was past middle age 
and wanted to be with his children and grandchildren there. 

-— Doveras. So you thought you were making a contact for 
Mr. Faris, not for him to purchase California Life, but to become an 
actuary ? 
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Mr. Doo.tey. He asked me if I knew anybody in the insur: _ busi- 
ness. I had said there is Judge Hill. It is a small company, but they 
may have a job for you. We had lunch. Nothing was discussed at 
the lunch about the acquisition of California Life Insurance. 

Senator Doveias. But didn’t you go back east to a meeting in May 
of the Social Security Department where, not in the meetings of the 
trustees, but in meetings outside the formal meetings, the acquisition 
of California Life was discussed ¢ 

Mr. Dootey. I did,sir. That was the first time I learned, after our 
trustee meeting—the first time I learned that there was any intent to 
acquire the California Life Insurance. 

Senator Doveias. Did you not know that Mr. Wickes at that time 
was vice president of Security Mutual / 

Mr. Dootey. I did that. 

Senator Douce as. And yet he was urging the acquisition of Cali 
fornia Life ? 

Mr. Dootry. He was, sir. 

Senator Dove.ias. Did you not expect that the business with Secur- 
ity Mutual would be switched from Security Mutual to California 
Life ¢ 

Mr. Doorry. I believe it was said at that time that Security Mutual 
was finding it difficult to handle the business, and particularly the 
southern group were complaining because Security Mutual had sent 
somebody down south to check on claims, and they didn’t check with 
the proper people in the plants. 

The result is they caused considerable dissension among the help. 
Mr. Abercrombie iealiiatal that. 

Senator DouGias. But didn’t you regard it as somewhat unethical 
for Mr. Wickes, while a vice president of one. company, to be planning 
to help purchase another company, and then to t: ake business aw: ay 
from the company which he represented and switch it to this other 
company ¢ 

Mr. Dootry. Well, I can’t answer for Mr. Wickes. He made his 
own decision on that. 

Senator Dove.as. I know, but the point is, weren’t you helping him 
to do something that was unethical ? 

Mr. Dootry. No; because he said he had definitely determined to 
leave Security Mutual on August 1, definitely. 

Senator Arvorr. Yes: but Mr. Dooley; he was still, in May, when 
you discussed this with him and Mr. Faris in Chicago, the vice presi- 
dent of Security Mutual and in charge of their group program, and 
certainly you could not help but have , been on notice of his two-faced 
attitude and the double role that he was playing in this matter. 

Mr. Doo.try. Well, Mr. Wickes was a very active man in respect to 
advising the union group as to increasing of benefits, to what extent; 
he went into great detail, actuarily, as to how to raise benefits, and so 
forth. 

So far as his duality of representation was concerned at that time, 
I though about it, frankly. I assumed that he must have made 
his peace with his company. Otherwise, he wouldn’t be doing it, 
because frankly, at that time I didn’t think a man of Mr. Wickes’ 
standing—a member of the Actuarial Society of America—I couldn't 
conceive of his doing anything at that time which would be wrong, 


frankly. 
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Senator Dovetas. Actuarial science is not a guaranty of virtue, and 
ability to manipulate figures is not necessarily a sign of a strong, 
resolute character. 

Senator Attorr. May I pursue this with just a couple more ques- 
tions, sir? 

Senator Dovuaias. Yes, sir. 

Senator Atxorr. Mr. Dooley, I want to get this picture clearly. 
Now, you knew, as of May 1953—and you are not solely responsible—I 
realize that—but you knew that Mr. Wickes was vice president of 
Security Mutual. 

Mr. Dootry. Yes, sir. 

Senator AtiorT. You knew that he was in charge of their group 
program. 

Mr. Dootry. Yes, sir. 

Senator Attorr. And was actuary for them ¢ 

Mr. Dootey. Yes, sir. 

Senator Atiorr. You knew that your fund had a large, very large, 
insurance account with him? 

Mr. Dootry. With Security Mutual, yes, sir. 

Senator Atiotr. With Security Mutual. Now, on that date, you 
discussed with him a project which he had apparently had something 
to do with, which was the purchase of the California Life Insurance 
Co. for the purpose of switching from the Security Mutual the pre- 
miums and the account over which your board of trustees, at least 
theoretically, had control. 

Mr. Dootry. Yes, sir. 

Senator Atiorr. And so you knew when you talked with Mr. 
Wickes in May that you were talking with a man who was appearing 
there in a dual capacity, and one of his capacities was inconsistent 
with good faith. 

Mr. Dootry. Mr. Wickes didn’t discuss it with me; as a matter of 
fact, after we had this luncheon in San Francisco, I didn’t see Mr. 
Wickes until I arrived in Chicago. 

I didn’t know that he had invited Mr. Faris back to Chicago until 
I arrived in Chicago. I was quite amazed to meet Mr. Faris at a 
dinner meeting with some of the labor people. 

Senator Ives. Did you think for one moment that Mr. Wickes would 
be doing this with the full knowledge of his company ? 

Mr. Dootry. I don’t know, frankly, sir. 

Senator Ives. Could you imagine anybody doing that with full 
knowledge of his company ¢ 

Senator Atiorr. Doing something to-switch—what were the total 
premiums in 1953 ? 

Mr. Leece. In 1953 they ran, oh, between $114 million and $2 mil- 
lion, as nearly as I can recall at the moment. 

Senator Atxorr. Do you think as an official of the Security Mutual 
he could have been acting with the knowledge of his own company 
to subtract and gut these premiums out of his own company ? 

Mr. Dootry. I don’t think he could, but he was talking mainly 
about the advantage of the Social Security Department having their 
own insurance company. 

Senator Atxorr. Well, that, in itself, is inconsistent with his em- 
ployment by the Security Mutual, isn’t it? 

Mr. Dootry. There isn’t any question about that, Senator. 
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Senator Atiorr. Did you have knowledge of the $85,000 that was 
paid to James—that is, the $2,500 per month—by Security Mutual ! 

Mr. Dootry. Absolutely not. If I had, I would have protested 
violently. 

Senator Atvorr. Did you know that Security Mutual was paying 
to someone some amount as a kickback monthly for the supposed ad- 
ministration of this fund ¢ 

Mr. Dootry. Absolutely not, and I am amazed to think that a 
reputable insurance company would do it. 

Senator Attorr. What is your record of total dividends paid by the 
Security Mutual? 

Mr. Doorry. I don’t have my record here. My recollection would 
be on that something around $50,000 at first ; something around $150,- 
000 later; and something around $290,000 or thereabouts, a third 
dividend. I am not positive about that. 

Senator Atutorr. Mr. Leece, may I inquire, do we have records of 
those dividends? j 

Mr. Leece. I think so. Wasn’t there a dividend of some $300,000 
paid to the fund after the termination of the policy with Security 
Mutual early in 1954? 

Mr. Doorey. First they paid a dividend—yes, there was, by the 
way—they paid 

Mr. Leece. I stand corrected. $140,000 in 1954. 

Mr. Dootey. Yes. 

Senator Atiorr. You say $50,000; then $150,000. That would be 
$200,000. 

Mr. Doorry. Yes, and then they paid—when the case was termi- 
nated, they paid another dividend quite late, and I would like to make 
some observation on that, also. 

Senator Axxorr. All right. After you give me the amount. 

Mr. Doorry. I think it was around $290,000 or thereabouts, Senator. 

Senator Atxtorr. So that would make a total dividend on this case 
of about $490,000? 

Mr. Lerce. Our records show that the total dividends paid by 
Security Mutual were $565,270.85. 

Senator Atiorr. Thank you, Mr. Leece. Does that jibe with your 
records, do you think? 

Mr. Doorry. Oh, yes; definitely. 

Senator Atiorr. Where did that money go? 

Mr. Dootry. It went into the deposit of the social security depart- 
ment, and an accounting was made for it. It is part of the assets of the 
trust. We have a financial statement certified monthly, a certified 
audit that appears thereon. 

Senator Atxorr. I think that is all for the moment. Thank you, 
Mr. Chairman. 

Mr. Dootry. I said I wanted to make an observation on that, if I 
might. As I recall, the meeting in, I think, December of 1954, where 
Mr. Saperstein appeared before us and said that the Security Mutual 
desired to change the formula for their dividend policy retroactively ; 
we discussed that either before the meeting or afterwards, and I said, 
“Well, we will have to check with Security Mutual if that is the case.” 

The net result was that no change was ever made in the Security 
Mutual dividend policy. 
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Senator Doveias. Mr. Dooley, I would like to ask this question: 
In the meeting in May in Chicago of the board of trustees, when the 
purchase of the California Life was discussed informally, and when 
there was undoubtedly associated with this the idea of switching the 
policy from Security Mutual to California Life, did you know that 
Security Mutual had been virtually telling Mr. Saperstein that his 
commission was to be reduced from 10 percent to 6 percent ‘ 

Mr. Dootry. No, sir, Senators. I knew nothing about commissions. 

Senator Doveias. Did you know that Security Mutual was telling 
Mr. Saperstein and the social security department that the 5 percent 
discounted premium to the department which was then distributed in 
the main as personal payments and the $2,500 were to be discontinued / 

Mr. Dootry. No; I didn’t know about the $2,500, furthermore. 

Mr. Leecr. To get back to this meeting on August 6, Mr. Dooley, 
do I understand you correctly that the purpose of the meeting was to 
effect. a transfer of some 16,000 shares of common stock in California 
Life to the group whom you have described as one that Saperstein 
was fronting for? 

Mr. Doo.try. Yes. 

Mr. Lerce. Was such a transfer effected at that time? 

Mr. Dootry. Yes, sir. 

Mr. Lerce. What moneys were used to purchase that stock ? 

Mr. Doo.try. They were Saperstein’s moneys. 

Mr. Leece. How much of Saperstein’s money / 

Mr. Dootry. I will have to get my records. 

Mr. Leece. The record shows that he brought with him a check for 
$67,000, a cashier’s check, which was deposited to your trustee account ; 
is that true? 

Mr. Dootry. Yes, sir. 

Mr. Lercr. Did he also bring with him $50,000 in cash that was 
deposited to your account? 

Mr. Dootny. He did. I took him over to the bank, so there would 
be no question about it being deposited, and the teller counted it out 
in my presence. The Crocker First National Bank in San Francisco. 
The total was, as I reeall, $117,000. 

Mr. Leece. Did you put up any money for stock at that time? 

Mr. Dootry. I put up $18,000 at the request of Mr. Sam Byers. 

Mr. Leece. Did Mr. Wickes put up any money ? 

Mr. Dootry. Mr. Wickes put up $9,000. 

Mr. Lerce. So that is a total of $144,000. 

Mr. Dootry. Correct. That was the amount that was to be put up, 
1 understood. 

Then on that score, I might say that Mr. Friedlander, an attorney 
in New Jersey, I understood, represented local 284, put up $18,000, 
and I sent that 18,000 he put up back to Mr. Saperstein; Mr. Saper- 
stein said he was advancing that for Mr. Friedlander, the attorney. 

Mr. Lerce. How much was that? 

Mr. Dootry. $18,000. My records will so indicate. 

Mr. Leece. Did Mr. Saperstein indicate what the $50,000 in cash 
represented by way of investment of other members of the union ? 

Mr. Dootry. No; he did not. He said this is part of the pool, and 
I will tell you later who the members are. 

I said, “Is Mr. Byers in there?” He said “Yes.” 

“Is Mr. Goldstein in there?” He said “Yes.” 
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“Mr. James?” He said “Yes.” 
said “Are any of the union members?” He said “Well, Charles 

Naddeo is in there, too.” 

Senator Doveias. Just a minute. Mr. Saperstein told you that at 
the time ¢ 

Mr. Dooiey. Yes, sir. 

Senator Doveras. Well, just a moment. It is my memory that in 
executive session it was page 553. I asked “Where did you get the 
money ¢” 


Mr. Dootey. The money came from this man Saperstein from the East to my 
office. 

Senator Doucias. How much did he bring with him’? 

Mr. DooLtey. He brought $117,000. 

Senator DouGcLas. Who furnished other amounts? 

Mr. Dootry. That I don’t know, sir. 

Senator DouGLas. You were the trustee. 

Mr. Doo.ey. I know, sir, but I didn’t ask him where he got his money from. 

Senator DouG.as. No, But I mean, did anyone besides Saperstein put up 
any money? 

Mr. DooLEY. Yes, sir. 

Senator DouGLaAs. Who? 

Mr. DooLey. The following people: Mr. Wickes put in $9,0000. 


Then you go on, but in executive session you testified, as I read this, 
that you did not know from where Saperstein got his money. Now, 
you say that on August 6 you did know where he got some of his 
money, at least. 

Mr. Doorry. May I read this, Senator? 

Senator Dovucias. Certainly. Senator Ives, would you act as chair- 


man for a moment ? 

Mr. Doo_Eey. What happened was this: I was reading then from my 
rs account as to what happened—where the money went ultimately, 
but I have gone over my files since our last meeting, when I went back 
to San Francisco, which I had not reviewed before, and I did have 
some notes in there indicating that Saperstein was putting up money 
for these union officials. That is the fact, as a matter of fact. 

Senator AtLorr. Well, I think it would be—I just looked at this. 
[ haven’t seen it before. I think for your own sake, Mr. Dooley, we 
ought to read what follows in here. 

Senator Douglas said, “Who furnished other amounts?” 

You said, “That I don’t know, sir.” 

Senator DouGLas. You were the trustee. 

Mr. DooLeEy. I know, sir, but I didn’t ask him where he got his money from. 


Senator DOUGLAS. No. But I mean, did anyone besides Saperstein put up any 
money ? 


And you said “Yes, sir. 

Senator DouGLAS. Who? 

Mr. Doo.LEy. The following people: Mr. Wickes put up $9,000. 

Senator DoueLas. He was at that time vice president of the other insurance 
company which was about to have its business taken away? 

Mr. DooLey. That is correct, sir. 

Senator DouGLas. Did you furnish any money? 

Then you said that you put up $18,000. 

Then you testified further on, on page 555 of the executive session, 
that Friedlander put up —_— and that Mr. Saperstein received 
$18,000 of the $117,000 back. I don’t know whether vou testified 
further as to other amounts people put up or not. 
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Mr. Dootey. The point there was this: That Saperstein was front- 
ing for the group. No question about that. He didn’t say actually 
that he had put up the money, but he said to me, “I am putting it up 
for them.” 

Mr. Leece. Mr. Dooley, if I may, at that point: None of these 
eople were identified w ith the social security department in any way. 
They represented either themselves or were acting as members of the 
union. ‘To your knowledge, was there any agreement between the 
social scurity department and these individuals? 

Mr. Dootty. No. 

Mr. Leece. That they should so act? 

Mr. Dootey. No; not that I know of; but there was an agreement 
among themselves, it is my understanding. 

Mr. Leece. Had it ever been the subject of discussion at a board of 
trustees meeting ¢ 

Mr. Dootey. No. 

Mr: Leece. So that this was an informal arrangement? 

Mr. Dootry. Yes, sir; with the union officials. 

Mr. Lerece. Were the employer trustees consulted in any way; 
namely, Mr. Toomey or Mr. Davis? 

Mr. Dootry. 1 understood that Mr. Naddeo and Mr. Byers—that 
Mr. Naddeo was to advise Mr. Davis, his employer-trustee, and Mr. 
James was to advise Mr. Toomey. 

Mr. Lerce. Mr. Naddeo was asked that question specifically and 
he denied ever having talked to Mr. Davis about this operation. 

Mr. Dootry. All I am saying is what Mr. Byers told me. 

Mr. Leece. So that as of that date, as far as you know, there was 
an informal arrangement between these gentlemen and the social 
security department that the California Life Insurance Co. would be 
purchased y this group, after which arrangements would be made 
to transfer control to the social security department. 

Mr. Dootry. Yes, sir. 

Mr. Lercre. And Mr. Saperstein was acting as their agent in this 
deal 

Mr. Dootry. He was acting as their agent, ves, as will be established. 

Senator Doueias. The Chair would like to interrupt proceedings, 
if he may, to make a statement. 

We have had a great deal of difficulty in getting Mr. Byers to 
testify, and this morning staff members of the committee called on 
Mr. Byers at his home in Indianapolis and were denied access to in- 
terview him, but they were permitted to inspect the books of the 
Laundry W orkers International Union in Indianapolis, and Mrs. 
Byers cooperated in this, and the bookkeeper cooperated willingly. 
That should be stated for the record. 

I have just talked with Mr. Turner, the representative of this com- 
mittee, i is now in Indianapolis, and he reports first that there is 
no ev idence that the $85,000 sent by the Security Mutual Life Insur- 
ance Co. to the Laundry W orkers International Union in Chica 0, 

rare of Mr. E. C. James—there is no evidence, I repeat—that this 
money was ever received by the Laundry Workers International Un- 
ion in Indianapolis. 

Senator AxLorr. Do you mean the union or the social security 
department ¢ ? 

Senator Doueias. The union. 
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Senator Ives. Not the fund. 

Mr. Leece. If I might interject at that point: Miss Horner’s testi- 
mony—and Miss Horner is the office manager of the social security 
department—her testimony is that the $85,000 was not received by 
the social security department. 

Senator Atxorr. I just wanted to be sure for my own information, 
Mr. Leece, which one we were talking about. 

Senator Doveias. He further stated that the sums of money which 
Mr. Saperstein evidently retained from the premiums which had 
been forwarded to him by the social security department for trans- 
mittal to Security Mutual, were not so transmitted. Out of these 
funds some benefits were paid directly by Mr. Saperstein, but the 
residue, according to Mrs. Montefusco, was sent to the Laundry Work- 
ers International Union in Chicago. 

There is no evidence that this money ever found its way into the 
books of the Laundry Workers International Union in Indianapolis. 

Senator Atinorr. Mr. Chairman, may I make an inquiry—this is 
not with reference to our present witness, but have those books then 
been impounded by this committee? If not, I would suggest that they 
should be. 

Mr. PLant. Well, I have them standing by, Senator. I didn’t know 
what action you wanted to take. They will give us the books if you 
want them. We have two men there. We have the testimony of the 
bookkeeper and the word of Mrs. Byers. I don’t know what the 
books are going to prove to us. 

Senator AtLorr. Well, they must prove something if Mr. Turner 
can tell us that there is no evidence—— 

Mr. Puant. Well, I mean, other than what we can prove by the 
testimony. 

Senator Dovetas. We have already subpenaed these records which 
were not hitherto either furnished to us or made accessible to us. I 
think that subpena will still stand and that we should take possession 
of those items. 

The Senator from Colorado has suggested some further items which 
we might subpena. Certainly we will eonsider that. 

Senator Auxvorr. Off the record. 

(Discussion off the record.) 

Senator Doucias. The committee will resume its hearings. We 
have only 5 minutes until closing time. Mr. Leece ? 

Mr. Leece. I would like to get into the question of the organization 
of Founders Syndicate, Mr. Dooley. 

Did you play any part in the establishment of Founders Syndicate? 

Mr. Dootey. I did, sir. 

Mr. Lerce. What was the purpose of Founders Syndicate? 

Mr. Dootey. A holding company. 

Mr. Lerce. Holding company ¢ 

Mr. Dootry. Yes, sir. 

Mr. Lerce. In November of 1953, did the social security department 
invest in the stock of Founders Syndicate? 

Mr. Doorey. Yes, sir. 

Mr. Leece. To what extent? 

Mr. Dootey. $450,000 

Mr. Leece. And they got in return what ? 

Mr. Dootey. They got in return 450,000 shares of the Founders 
Syndicate, Inc. 
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Mr. Lerce. Preferred stock ? 

Mr. Doorry. Yes, sir. 

Mr. Lreece. At the same time, Founders Syndicate invested in cer- 
tain stock of California Life? 

Mr. Doo.ry. Yes, sir. 

Mr. Leece. What stock was that, sir? 

Mr. Dootry. They invested $391,000, as I recall, in the class A stock 
of California Life. 

Mr. Leece. That was in November of 1953 4 

Mr. Doo_ry. November or December ; yes. 

Mr. Lrece. So that as of November or December of 1953, Founders 
Syndicate held over 90 percent of the class A stock of the California 
Life Insurance Co. ¢ 

Mr. Dootry. Yes, sir. 

Mr. Lerce. And Mr. Saperstein, et al., held the common stock, 16,- 
000 shares of the common stock of California Life? 

Mr. Dootry. It wasn’t Saperstein et al. 

Mr. Lerce. Will you tell me who held it ? 

Mr. Dootry. The stock was held in the name of Edell—could I 
refer to my trust account ? 

Mr. Lerce. Yes, certainly. 

Mr. Dootry. It was held in the names of Lou Edell, 12,000 shares; 
Wickes, 2,000 shares; Malter, 4,000 shares; Saperstein, 9,000 shares; 
Naddeo, 2,000 shares, through his nominee DiGesu; 4,000 shares for 
Mr. Friedlander, and this is all common shares and 15,000-odd shares 
of Mr. es is and Mr. Rusk. 

Mr. Lerce. Were Edell, Miss DiGesu and Mr. Friedlander acting 
as nominees for Mr. Saperstein 

Mr. Dootry. They apparently were, but he never got a share of 
stock. 

Mr. Lerce. Who? 

Mr. Dootey. Mr. Edell. 

Mr. Lerce. Had they contributed any money to the stock of this 

company that you know of 

Mr. Dootry. No, not that I know of. 

Mr. Lerce. Now, Mr. Sapersein had contributed $117,000. 

Mr. Doo.ry. Yes, sir. 

Mr. Lercr. He was not repaid $117,000 at the time that this stock 
was repurchased by the social security department ? 

Mr. Dootey. That is correct, because the stock was supposed to be 
for the officials of the union. 

Mr. Lrrcr. So would it be reasonable to assume that they were act- 
ing as nominees, these people that I have referred, for Mr. Saper stein ? 

Mr. Dootry. Not for Mr. Saperstein, because Mr. Saperstein didn’t 
get the stock. The stock was actually sent to other people; endorsed 
in blank by Mr. Edell and sent to other people. 

Mr. Lrece. Now, as of November or December 1953, the social 


security department had invested $450,000 in the preferred stock of 
Founders Syndicate ? 


Mr. Doorey. Yes, sir. 

Mr. Lerce. Founders Syndicate, on the same day, had invested 
$390,000-some odd in the class A stock of the California Life Insur- 
ance Co. ? 

Mr. Dootry. Yes, sir. 
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Mr. Leece. 16,000 shares of the California Life Insurance Co., 
which was the controlling stock ¢ 

Mr. Dootey. Yes, sir. 

Mr. Leece. Am I right? 

Mr. Dootey. Yes, sir. 

Mr. Leece. Was held by these gentlemen that you have referred 
to? 

Mr. Doorey. It was held by me as trustee. 

Mr. Leece. For these gentlemen / 

Mr. Dootry. That was held for the following people—as to the 
amounts I don’t know: As I talked to Mr. Byers on the telephone, it 
was Byers, James, Goldstein, Naddeo, Friedlander, Wickes, and 
myself. 

Senator Doveras. The Chair would like to address a question to 
Mr. Dooley. You are still secretary-treasurer / 

Mr. Dootry. Yes, sir. 

Senator Doueias. Is Mr. Wickes a consultant to the social security 
department ¢ 

Mr. Doo.try. He is, sir. 

Senator Doucias. What is his salary ? 

Mr. Dootry. $10,000 a year. 

Senator Dovueias. There has been a rumor that it has been raised 
to 825.000. 

Mr. Dootry. That is absolutely untrue, and it has never been 
presented to the board of trustees. 

Senator Dovue.ias. You still countersign the checks? 

Mr. Dootry. I do, sir. 

Senator Doveias. The checks only amount to $10,000 a year ¢ 

Mr. Dootey. Yes, sir. He gets paid by the month. 

Mr. Lerce. I have one more question, Senator. 

At about this same time, namely, November or December, this com- 
mon stock held by you as trustee, and which was the controlling stock 
in the California Life Insurance Co., was transferred to Founders 
Syndicate ¢ 

Mr. Dootey. Yes, sir. 

Mr. Lerece. On a 2-for-1 basis? 

Mr. Dootrey. Yes, sir. 

Mr. Leece. Will you tell me, sir, whether the common stock in 
Founders Syndicate is the controlling stock in Founders Syndicate, 
the voting stock ? 

Mr. Dootry. For the exchange of the California shares? 

Mr. Leece. I am asking you whether or not the common stock in 
Founders Syndicate was the controlling stock in the Founders Syn- 
clicate ¢ 

Mr. DooLtry. Yes, sir. 

Mr. Lerce. So that as of this time, the social security department 
had invested $450,000 ? 

Mr. Doo.ry. Yes, sir. 

Mr. Lerce. And actually controlled nothing ¢ 

Mr. Doo.rey. They had an option 

Mr. Lerce. They had an option ? 

Mr. Doortry. They had an option to acquire all of the shares of 
Founders Syndicate of America, Inc., owned by the—the social 
security department had an option to acquire all of the shares Found- 
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ers Syndicate of America, Inc. owned of California Life Insur- 
ance Co. 

Mr. Lerce. But when did they exercise that option ? 

Mr. Dootry. That option was exercised, I think, concurrently with 
the payment of the money into Founders Syndicate of America, Inc. 

Mr. Leece. When was that? 

Mr. Doo.tey. Sometime in November. I don’t know the exact date. 

I think it is in the minutes. 

Mr. Leece. I am asking at this point, Mr. Dooley, when the social 
security department waveninbed the Founders Syndicate common stock 
which the _— you represented as trustee acquired in exchange for 


their California Life common? When did that transaction take 
? 
place ? 


Mr. Dootry. In October 

Mr. Leece. The option was taken in November. I am asking you 
when the option was exercised ? 

Mr. Dootry. Well, the option was exercised in April of 1954. 

Mr. Lerce. In the meantime, the insurance policy in this case had 
been transferred to California Life Insurance Co. ¢ 

Mr. Dootry. Pursuant to the authorization of the board of trustees. 

Mr. Lerecr. Who became the agent on that policy? 

Mr. Dootry. Mr. Saperstein. 

Mr. Leece. And do you know what the provisions of this agency 
contract with California Life were? 

Mr. Dootry. I have never seen them, and I have nothing whatso- 
ever to do with negotiating with Mr. Saperstein, except what I have 
been told by Mr. Wickes. 

Mr. Leecr. But the record will show that he received or executed 
a contract, an agency contract, with California Life which contract 
had been prepared by Mr. W ickes guaranteeing him 814 percent com- 
mission on a premium volume which would run about $2 million 
a year. 

The record also shows that he received over a 9-month period before 
this agency contract was terminated by California Life in June of 
1954, something i in the neighborhood of $96,000 in commissions. 

Isn’t it true that that was all done during the time that the Cali- 
fornia Life Insurance Co. was controlled by the gentlemen that you 
have referred to, Byers, James, Goldstein, Naddeo, ees 
Wickes, and Dooley, by virtue of their control of Founders, which, i 
turn, held all of the stock of the California Life Insurance Co. ? 

Mr. Dootry. It was done during that period, but nothing was said 
or done by the people that had stock in Founders to influence or in 
any way affect the board of directors of the California Life. 

Mr. Lerce. I haven’t suggested that they did. I am simply asking 
you whether or not that is a fair recitation of what transpired be- 
tween November of 1953 and April of 1954. 

Mr. Doo.ry. That is correct, Mr. Leece. 

Mr. Lerce. I have no further questions. 

Senator Dove.as. We will recess until 2:30 this afternoon. 

We will come back here. 

(Whereupon, at 12 noon, the subcommittee recessed, to reconvene 
at 2:30 p. m. the same day.) 
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AFTERNOON SESSION 


(The subcommittee reconvened at 3:05 p. m., Senator Paul H. Doug- 
las (chairman) presiding.) 

Senator Doveias. The committee will come to order. 

When we recessed for lunch, Mr. Leece was examining Mr. Dooley. 
Mr. Leece, will you continue? 

Mr. Leece. I think we had established, Mr. Dooley, that as of Au- 
gust 6, 1953, the controlling stock interest in California Life Insur- 
ance Co, was held by you as a trustee for Messrs. Lyers, James, Gold- 
stein, Naddeo, Friedlander, Wickes, and Saperstein. 

Mr. Doo.try. Correct, sir. 

Mr. Leece. The record shows that pursuant to a verbal communi- 
cation between Mr. Louis Saperstein and officials of the Security Mu- 
tual Life Insurance Co., Security Mutual was put on notice that as of 
October 1, the policy would be terminated with that company. 

That decision was transmitted to Security Mutual by Mr. Sam Byers 
by letter dated October 7, 1953, and he says: 

GENTLEMEN : Confirming verbal communications of our broker, Louis Saper- 
stein, to you prior to October 1, 1953, we regret to inform you that we have 
decided to terminate the above group policies as of the anniversary date, October 
1, 1953. 

Now, with that background, sir, I would like to direct your atten- 
tion to some of the discussions by the trustees of the social-security 
department at a meeting in Chicago during October 5 and 6, 1955, 
which, of course, was subsequent to both of the two transactions that 
we have been discussing, namely, the purchase of the control of Cali- 
fornia Life and the notice to Security Mutual that this insurance pol- 
icy would be terminated effective October 1, 1953. 

Mr. Plant, do you have the originals ¢ 

Mr. Puant. Yes, sir. 

Mr. Leece. There was a general discussion of the insurance pro- 
gram. At one point, Dooley mentioned that it was his understanding 
that a dividend in the neighborhood of $300,000 would be forthcoming 
to the social-security .department from Security Mutual in the near 
future for the year ended September 30, 1953, and then you asked Mr. 
Wickes if he wouldn't give the board some idea as to how the insur 
ance company arrives at the dividend. 

Mr. Wickes brought out the fact that the insurance company in- 
sures a number of employers. The administrative costs of the com- 
pany are thus borne by all the various groups covered. Thus, he 
pointed out—that is, Wickes—the Laundry Workers International 
Union and other groups of this type are paying part of the cost of 
administration for all the groups. 

Then, to skip down a bit: Dooley then asked if it wouldn’t be to 
the interest of the Laundry Workers International Union to be covered 
by a company which would not have such a large group of plans to 
be covered. Wickes replied that there would definitely be an 
advantage. 

Dooley then asked if there were any insurance companies which 
Wickes might know of which would be able to handle such a setup. 
Wickes mentioned that he had become an actuary for the California 
Life Insurance Co., Oakland, Calif., and it was his intention to set up 
a group plan such as this. 
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Senator Dove.tas. What date is this? 

Mr. Leece. October 5 and 6, 1953. 

Senator Doveras. That is raised as though it were a new affair. 

Mr. Lerce. Yes. 

Skipping down a bit, Byers asked Wickes for his thinking and ree- 
ommendations as to whether the social security department of the 
Laundry Workers International Union should plan on being assured 
with the California Life Insurance Co. effective October 1, 1953. 

Byers explained to the trustees Davis and Chasmar that the con- 
tract with Security Mutual expired September 30, 1953; that some- 
thing would have to be done at this meeting as to whom the insurance 
should be placed with. He also mentioned that it was his understand- 
ing that Security Mutual was not going to continue with group cov- 
erage. 

Skipping down a little further: It was brought out that the social 
security department would not lose anything by chi anging carriers and 
there would be no lapse i in coverage as coverage W ould be made retro- 
active to October 1, 1953, by ¢ ‘alifornia Life. 

Trustee Toomey asked for some history of California Life Insurance 
Co. Mr. Wickes explained that it is not as large a company as Secu- 
rity Mutual, but he had thoroughly investig: ated it and found its assets 
are in first-class condition and that it has a sound financial condition. 

Mr. Wickes explained that the California Life would charge the 
same premium rates as those being paid Security Mutual. 

Continuing, trustee Davis then asked trustee Dooley if he felt the 

California Life Insurance Co. would be the best company to be insured 
with now. Dooley said he wasn’t an insurance authority and he felt 
Wickes would be the best one to answer that question. 

Wickes expressed the thought that under California Life, the wel- 
fare plan could be established on a self. billing basis, which would 
be a big advantage resulting in substantial savings and thus increas- 
ing the amount of the dividend. 

Trustee Davis then asked Mr. Wickes if he would recommend to the 
poard of trustees that the insurance be given to California Life and 
Mr. Wickes stated definitely that it would be to the advantage of the 
social security department of the Laundry Workers International 
to do so. 

Trustee Goldstein said he was inclined to accept the recommenda- 
tion of the insurance consultant Saperstein and the actuary, Wickes, 
particularly in view of the fact that the social security departme nt 
was not being penalized in any way by changing companies. 

There was considerable discussion among the trustees and finally 
a resolution made by Goldstein and seconded by Toomey was unani- 
mously carried. It called for the change from Security Mutual to 

California Life effective as of October 1, 1953. 

Skipping down still further: Trustee Dooley then asked for per- 
mission to speak on the matter of an investment which he had been 
advised on, namely, preferred stock of the California Life Insurance 
Co. 

He explained that it was understood that there was a considerable 
amount available through the Founders Syndicate of America, and 
that it would pay in the neighborhood of 414 percent interest, which 
would certainly be a good return on any moneys invested. During the 
discussion that ensued, Trustee Davis pointed out that such an invest- 
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ment would have several desirable features, in that it would give a 
safe, dependable investment of the department's funds, and at the 
same time yield a good rate of interest. 

Now, Mr. Dooley, at this meeting on October 5 and 6, the question 
of the transfer of the insurance to California Life and the investment 
in California Life stock was raised, as far as the trustees were con- 
ce aa for the first time. 

Would you not agree that the record would indicate that those trans- 
actions had already been handled, and if so, aren’t these minutes just 
so much window-dressing / 

Mr. Doo.iry. I don’t think so. I think the fact is the trustees con- 
trolled the business and they made their resolution to transfer the 
business. 

What Mr. Byers did was to send a letter to Security Mutual. I 
didn’t know about that, frankly. I thought the matter should be 
‘aken up with the board of trustees. The matter was discussed in- 
formally with the various trustees. 

Mr. Leece. Mr. Byers knew. He wrote the letter. 

Mr. Dootry. I know it, but I said I don’t know what authority he 
had to write the letter. 

Senator Doveias. Mr. Dooley, is it conceivable that these men 
individually would have made the investment that they did, had they 
not known that the policy was going to be transferred to California 
Life? Had not all the decisions really been taken before this, and is 
not this then a sort of window dressing, to use a mild description. 

Decisions had all been made beforehand. 

Mr. Dootey. They weren't final, Senator Douglas. In other words, 
it wasn’t finally decided until the trustees voted. In other words, 
they had control of the situation. 

Senator Doveias. Here you had put some of your own money in. 
You had assisted in the purchase. 

Mr. Dootry. At the request of Mr. Byers to assist in putting the 
(eal over and pursuant to the general agreement to get this for the 
social security department. 

[ think the minutes show pretty well what the purpose was. 

Senator Douveias. Did you write up these minutes 

Mr. Dootry. Yes, sir. 

Senator Doucnas. Forgive me if I say this, but these minutes would 
lead one to believe that this was the first time that had ever been con- 
sidered, and that you are sitting down and working out a policy from 
the very start, because as a matter of fact the minutes of the M: Ly 
meeting don’t show any discussion whatever on this point. This sud- 
denly comes up as though you were going to proceed to do this, when 
you had already done it. 

Mr. Dootry. The May meeting was prior to discussions in Chicago, 
Senator. This was the first meeting after these discussions relative 
to the California Life. The May meeting was prior or concurrent, 
but I think it was prior. 

Senator Doveuas. I think concurrent is a better description. 

Mr. Dootry. These minutes were taken down by Miss Horner in 
shorthand, taken down in shorthand, except as to the option. I drew 
that up and then made the resolution to that. That was passed, but 
I did draw up the details. 
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There wouldn’t be any question about the fact that the social secur- 
ity department would have the option to purchase all of the shares 
of California Life. 

Senator Dovuctas. This is off the record. 

(Discussion off the record.) 

Mr. Doortry. This actually took place, and furthermore, it is not 
in corporation minutes when a deal is made. You treat it prospec- 
tively. 

Senator DoveLas. Let me say this. I don’t think it is unique in 
the proceedings of corporations. 

r. Dootry. It is not. 

Mr. Lercr. We have had testimony, Mr. Dooley, from yourself, 
as a matter of fact, that the really interested party in this was the 
social security department. 

Mr. Dootry. Basically. 

Mr. Leece. Yes. Now, Mr. Saperstein testified similarly. Now, 
the thing that I have difficulty understanding is, if they were the real 
party at interest in this case, why was this made such a secret as far 
as they were concerned ? 

Now, the May meeting made no mention of this—the contemplated 
surchase of California Life, the termination of the policy. And yet 

Mr. Faris, the president of California Life, had been brought to 
Chicago, as far as we can determine, for no other reason than to dis- 
cuss that matter. So that we are in a situation where the principal 
party has no information on a contemplated investment of half a 
million dollars. 

Mr. Dootey. I think it was pretty generally known. 

Mr. Lerce. W ell, would it be unfair to ask why the minutes don’t 
reflect it? 

Mr. Doorry. Because the subject was not brought up. The minutes 
must speak for themselves as to what happened. 

Mr. Lerce. Well, you have answered my question. 

Mr. Dootey. There was no ulterior motive at all. 

Mr. Lerce. One last question, Mr. Dooley. Why did the social 
security department wait until April of 1954 to exercise their option, 
and why did they exercise their option at that particular time? 

Mr. Dootey. Because at that time the Wells Fargo Bank and Union 
Trust Co. had completed picking up all of the outstanding preferred 
shares. 

I have the bill of the Wells Fargo Bank here. Mr. Wickes came 
and said that Wells Fargo Bank says they can’t pick up any more 
shares. 

Mr. Leecr. Did it have anything to do with the fact that Mr. 
Saperstein was then the subject of investigation by the district attor- 
ney’s office in New York? 

Mr. Dootey. Not to my knowledge, no, sir. Not to my knowledge. 

Mr. Lerce. I have no further questions. 

Senator Atxorr. I have a question, Mr. Dooley. 

Now, these things are facts which I think have been admitted by 
you. No. 1,that in May this merger or this purchase of the California 
Life was discussed between Saperstein, you, Wickes, and I believe 
even Mr. Faris was present in Chicago at that time. 

Pursuant to that, and pursuant to activities with which you must 
have had some part, the parties met in your office and transferred 
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$117,000 to your trust fund. That is perfectly all right. But at least 
you had full knowledge of the purchase of that. You participated in 
the organization of F ounders Syndicate. 

Mr. Dooxey. Yes, sir, I did. 

Senator Atvorr. Another corporation. And at least with one other 
man who was completely incompetent, even to know where he was, 
(Charles Naddeo, and then you later had this meeting. 

Now, I think you will agree with me that there is a studied attempt 
in the minutes of October 5 and 6 to make it appear to someone that 
this matter is being developed by discussion among the trustees for 
the first time. If you will read your minutes, I think you will agree 
that that is true. 

That is the studied and calculated idea of these minutes of October 
5and6. Whether they were written later for so much window dressing 
or whether you people who were there actually went through all this 
chitchat, I can’t aa rstand. One thing I would like to know: If you 
regarded all of this as a legitimate deal, as you say you did; if you 
regarded negotiations with Wickes and Faris in May, and the deal in 
your office as a legitimate deal—and it may well be—then why in the 
world didn’t you write in one-tenth of the space that you used for the 
minutes of this meeting that the trustees of the social security de »part- 
ment had in fact at an informal meeting agreed unanimously to pick 
up the stock of the California Life, and that upon motion of so-and-so, 
seconded by so-and-so, the action of the trustees was ratified ? 

Mr. Dootey. You will find this: That these minutes were approved 
by all the trustees at a subsequent meeting. That is No. 1 

Senator Anvorr. I don’t care if they were, they still don’t reflect 
the facts that were existing at that meeting. 

Mr. Dootry. My memory on that was that so far as getting a hold- 
ing company was concerned, there was some question as to whether or 
not the social security department could own common stock. That 
is No. 1. 

No. 2, we didn’t have all of the stock of California Life at that time. 
The matter was still in process of accomplishment. 

Senator Atvorr. Fhat is true, but you put the world on notice of 
your purchase with these minutes. You would have also ratified the 
legal acts of your trustees as you have done, I am sure, in hundreds 
of instances in your corporate practice. 

Mr. Doortry. Well, Senator, the only answer I can give: The minutes 
must speak for themselves, but the end result was that the social se- 
curity department did acquire control of F ounders Syndicate of 
America, Inc., and control of California Life. 

Senator Atitorr. Well, they speak for themselves, but it is a rule 
of Jaw that the minutes do not speak for themselves completely where 
facts contrary to the minutes are shown. 

Mr. Dootry. But these minutes were drafted by Miss Horner. She 
took down the shorthand notes. I may still have those. I don’t 
know. If you want them, I would send them back to you to show 
that they actually took place there. 

Senator Doveias. Don’t you formalize the notes, the stenographic 
notes ¢ 

Mr. Dootry. I formalize them, yes, sir, but only to the extent—it is 
quite a job going over these minutes. I only formalize them in re- 
spect to making the resolutions proper; not changing the content or 
the intent, but only changing phraseology. 
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Senator Dove.as. Well, this is off the record. 

(Discussion off the record.) 

Mr. Dootey. Senator, I think you will find the minutes will reflect 
things that might be used against me, and they were read by Mr. Leece. 
If these minutes were not ‘adopted, I cert: ainly wouldn’t have incor- 

yorated those items. I think we have to be fair about that, but the 
ar thought was that this company was acquired—I am thinking 
about the “ifs.” 

Nothing was done to hurt the social security department. The 
accomplishment was made, gentlemen. That was made. And no- 
body made a dime of profit on it in the way of commissions and finders 
fees and so on. 

Senator Dovctas. Going over the records I find that Security 
Mutual paid a dividend to the social security department of 
$150,551.90-some cents on November 24, 1953, and then on May 21, 
1954, paid another dividend of $1. 50,000. It oceurs to me, therefore, 
that Security Mutual paid the social security department ‘the money 
with which social security was then finally able to buy California 
Life and, therefore, the dividends which Security Mutual paid fur- 
nished the basis for the switching of the policy from Security Mutual. 

Senator Atxorr. That is right. 

Mr. Dootry. I don’t think so, Senator. You will find in the state- 
ment of the social security department that they had a great deal of 
money on hand at that time. 

Senator Dovueias. Well, they at least permitted it to be bought 
without drawing down the accounts of the social security department 
in an undue fashion. 

Mr. Lerce. You stated, Mr. Dooley, that nobody profited from 
this. Would you not say that Mr. Saperstein profited rather hand- 
somely from it 

Mr. Dootry. In what respect? With respect to the commissions, 
you mean ? 

Mr. Lercr. Yes. The record shows that over a 9-month period he 
collected close to $100,000 in commissions from California Life and an 
arrangement of that type had been denied him under the Security 
Mutual program. 

Mr. Dootry. I never knew that. I never knew it had been denied 
in New York State. I heard he had some trouble with the department. 

Mr. Leece. Would you not say it was true he did profit from this 
arrangement ? 

Mr. Dootry. If the New York department had cut his commissions 
down, he gained by 2 percent. 

Senator Atrorr. Well, don’t other people profit? Didn’t Gold- 
stein’s son profit, because he was able to occupy an office in Los Angeles 
that the California Life paid for? 

Mr. Dootry. From what I know about that—— 

Senator Attorr. Didn’t all the directors of welfare, the welfare 
deputies, profit? They had a nice 5-percent kitty to divide up among 
themselves. 

Mr. Doorry. I never knew, Senator—and I will say this very 
definitely—that the New York department had eliminated the 5 percent 
of Security Mutual. 

Senator Atiorr. They hadn’t, I don’t think. They had eliminated 
the $2,500, and you said you didn’t know anything about that. 
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Mr. Dootry. Nothing whatsoever. 

Senator DovGuias. I would like to make a comment that this indi- 
cates some of the difficulties of State regulation, because when you 
have one State clamping down, then the policy is transferred 
another State with apparently somewhat weaker laws. This has a 
very real bearing on the form of the future legislation. 

Senator ALLorr. I think it does. I have several more questions. 

Did the board of trustees advise its locals of these transactions? 

Mr. Dootey. The board of trustees of the social security depart- 
ment f 

Senator Atiorr. Yes, sir. 

Mr. Dootey. No. In fact——— 

Senator AtuLorr. Did they inform the international ? 

Mr. Dootey. Well, the international, of course, knew about it. You 
have practically the executive board- 

Senator AtLorr. That was prac tically the same ? 

Mr. Doorey. Yes. 

Senator AxLorr. Didn’t Security Mutual issue a certificate of in- 
surance to each employee ¢ 

Mr. Dootry. They issued a certificate ; not a policy, but a certificate ; 
yes, sir. 

Senator AtLorr. Does California Life do the same thing $ 

Mr. Doorey. I undertand they do; yes, sir. 

And they issue booklets showing the benefits; what they are en- 
titled to, and so forth. 

Senator Atxorr. I would like to ask you this question: Whether 
in your dealing as a member of the board of trustees you found Mr. 

Saperstein a person of considerable arrogance and with bullying 
qualities. In other words, I definitely want to know whether those 
qualities played any part in any of these negotiations. 

Mr. Dootry. I don’t know about bullying qualities. He was a very 
flamboyant individual, very talkative, sort of a braggart about his 
money and how wealthy he was. 

Senator Attorr. Did threats, implied or otherwise, ever come into 
play in any of these negotiations 4 

Mr. Dootry. No, sir; never. 

Senator Auxorr. I think that is all I have, Mr. Chairman. 

Mr. Leece. I have no further questions. 

Senator Doveias. Now, Mr. Dooley, we have finished cross-exam- 
ining you, but you or your attorney should nave the right to make a 
final statement. 

Since we filed your 16-page statement, it will be printed, and since 
it is in the main descriptive, while you have the legal right to read it 
now, I think that it would not add greatly, but you should feel free 
to summarize any points that you think were omitted or to stress 
any points which you think deserve to be emphasized. 

Mr. Dootry. I don’t wish to take the time of this committee by 
reading the statement. I think counsel, Mr. Pickens, could make the 
statement. 

Mr. Pickens. I would like to confer with him one moment first. 

Senator Dovetas. Mr. Griffin, the statement was not in the printed 
record of yesterday, but we will have it in the public record just after 
your statement yesterday. 

Mr. Dootey. May I be excused, then, Senator ? 








670 WELFARE AND PENSION PLANS INVESTIGATION 


Senator Dova.as. Certainly. 

Mr. Dootry. I have got to do a little business on the telephone. 

Senator Doveras. Mr. Pickens, did you want to make a statement ? 

Mr. Pickens. Yes, sir. 

Senator Doveias. Thank you, Mr. Dooley. 

Mr. Doortry. Thank you. 

Mr. Pickens. Mr. Chairman, insofar as the agreements in regard 
to the welfare deputies are concerned, Mr. Dooley’s prime aim was to 
preclude an liability on the social security department insofar as 
any torts might be committed for which the deputies might be held 
liable and for which the social security department might be held 
liable. I think that was his prime motive. 

He wanted to make them independent contractors. Now, outside 
of the 4 or 5 welfare deputies, the names of whom have been raised 
here in a rather odious manner—— 

Senator Doveias. May I say that there has been no attempt to raise 
the names in an odious manner at all. We have simply put into the 
record the various deputies who received moneys, and then once I 
mentioned the deputies for the larger unions who had larger pay- 
ments, but I want to have it emphasized that we certainly were not 
trying to characterize them in any odious manner. 

Mr. Pickens. I am sorry, Mr. Chairman. My point is that there 
are, I understand, in excess of 40 other deputies who apparently have 
done a very good job in the administration of their claims. 

Mr. Lercer. I think at that point that it should be stated that the 
subcommittee staff has not had an opportunity to make an intensive 
analysis of the activities of the forty-some-odd welfare deputies. We 
were, of course, subject to certain limitations in terms of time, in 
terms of personnel. 

We have, however, made a diligent effort to analyze the activities 
of Mr. Naddeo as a welfare deputy, and the record will show what 
our findings were in that connection. 

I don’t think it can be assumed that beeause the committee was not 
privileged or did not have the time to examine into the activities of 
the remaining welfare deputies, that they were necessarily circumspect 
in the way that these moneys were handled. 

Mr. Pickens. In regard to the changing of the method of payment 
to the former insurance carrier through Mr. Saperstein, at that time, 
as far as Mr. Dooley was concerned, he thought Mr. Saperstein was 
an honorable man. I don’t think he had any reason to doubt that 
when the check from the social security department went to Mr. 
Saperstein, that Mr. Saperstein would, in turn, transmit it to the 
Security Mutual Co. 

Hindsight is certainly much better than foresight, and I think Mr. 
Dooley and many other management trustees of other funds would 
do things much differently today in view of the events that have trans- 
pired than they would have back in 1949 or 1950 or 1951. 

I think we have all learned a great deal and a great many lessons 
from the investigations under both yourself and Senator Ives as the 
respective chairmen of this subcommittee. 

Now, the minutes that were kept by Mr. Dooley as secretary- 
treasurer, and counsel to the board of trustees of the social security 
department, are very complete. I think no one will deny that. 
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And as he stated before, both things which the committee might 
consider favorably and those which they might consider unfavorably 
are there. ‘They are all there. 

Mr. Dooley insisted on monthly certified audits of the social security 
department by an independent certified public accountant. When 
Mr. Dooley and Mr. Byers set up the first account for the trustees in 
the Bank of America in San Francisco, Mr. Dooley insisted that two 
signatures be required on all checks. 

Mr. Dooley has a complete record of all checks. When the bank 
account was set up in an Indianapolis bank, he insisted on the same 
procedure. Mr. Dooley insisted on a trust indenture. 

As a matter of fact, he prepared it. It took him several months to 
prepare it. When Mr. Saperstein brought this $117,000 to San Fran 
cisco, Mr. Dooley put it in his own trustee account as a member of the 
bar of the State of California. 

All of the financial transactions, as far as Mr. Dooley is concerned, 
° . . ‘ ‘sf . £ 
in regard to the purchase of control of California Life are reflected 
in that trustee account. 

Now, | submit, Mr. Chairman, that these are not accounts of an 
individual who is trying to be dishonest or who is trying to conceal 
anything or is trying to mislead anyone. I think these acts are the 
indicia of an honest man, of a man of integrity. The acquisition of 
California Life, as he has stated, was accomplished without a finder’s 
fee, without a commission. It is true that there were certain expenses. 
ut I do not think anyone has questioned the fact that those expenses 
were actually spent and were spent in a reasonable manner. 

What went on in the minds of Mr. Saperstein and other members 
of the pool, what their motives were, if they were evil or otherwise, 
these motives never came to fruition. Mr. Dooley is certainly not a 
mindreader, and I do not think he can be charged now in the after- 
inath of what has happened as to what went on in the minds of these 
individuals. 

The acquisition of California Life has been a very advantageous 
thing to the social security department. California Life for the first 
period after they had the group case paid a dividend of $495,000. 
The benefits for the insured members have been substantially increased 
by California Life as of October 1954 without any increase in premium. 

In addition to that, in December of 1954 the social security depart- 
ment received an annual cash dividend of approximately $24,000 on 
its stock interest in the California Life Insurance Co. 

Now, we certainly all benefit by experience as we grow older. But 
I don’t think that anything that Mr. Dooley has en and I espe- 
cially think in the records that he kept and insofar as the social se- 
curity department is concerned and its fund, insofar as the acquisi- 
tion of California Life is concerned, I think they showed that he was 
an honest man and striving as well as he knew how at that time to 
represent management as a trustee of the fund. 

Thank you, Mr. Chairman. 

Senator Dovcias. Thank you, Mr. Pickens. 

If there are no further comments, I will now ask Mr. Faris to take 
the stand. 

Will you sit down, Mr. Faris, please. 

Mr. Faris. Thank you. 


Senator Doveras. Mr. Faris, you prepared a statement also. 
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Mr. Farts. Yes, sir. 

Senator Doveias. Would it be satisfactory to you if we did the 
same thing with you that we did with Mr. Dooley, namely, print your 
statement in the first part of the proceedings, proceed with question- 
ing, and then either have you or your attorney make such statement 
as you care to at the end of the questioning 

If that is satisfactory to you, it will be done that way, and the 
statement that you prepared will be inserted in the record at this 
point. 

Mr. Farts. Yes, sir. 

(The statement of Mr. Faris follows:) 


STATEMENT OF ORVILLE F. FARIS, PRESIDENT OF CALIFORNIA LIFE INSURANCE CO. 
OF OAKLAND, CALIF. 


Mr. Chairman and gentlemen of the committee, my name is Orville F. Faris. 
I am a resident of Oakland, Calif. and president of the California Life Insur- 
ance Co. 

I wish to thank the committee for affording me an opportunity to discuss 
our company’s participation in welfare plans. I hope that I can make a sub- 
stantial contribution to the constructive purpose of this subcommittee. Through- 
out the entire investigation, my associates and I have cooperated with the sub- 
committee staff in furnishing data and information in connection with my com- 
pany’s activities and I welcome the opportunity to discuss the matter in more 
detail today. 

My business experience has primarily been associated with the California 
Life Insurance Co. I am personally ac weet with the early history of the 
company, which was originally known as The California Mutual Benefit Asso- 
ciation. My father a first identified with that association when it was lo- 
cated at Riverside, Calif. 

Through a period of years its position was stepped up from a benefit asso- 
ciation to a legal reserve life insurance company. I have been connected with 
it in every phase of its operation, except from 1942 to 1945, during which time 
I was in the Armed Forces and served with the 14th Air Force in China. 

Our company is the insurance carrier for the trustees of the social security 
department of the Laundry Workers International Union, AFL. The master 
contract covers all full-time employees who are members of the bargaining 
units of the various employers with whom the Union has entered into collec- 
tive bargaining agreements. We insure approximately 48,000 employees under 
our master policy. 

POLICY BENEFITS 


First of all, you must bear in mind that we are dealing with laundry workers 
whose wage scale is lower than employees in other industries. Hence, the contri- 
butions of the employers are very modest in comparison to those in industries 
like the automotive and steel industries and, therefore, the relative benefits of 
this plan are also modest in comparison. 

The master policy is a consolidation of seven regular group policies, the bene- 
fits for such classes being shown in the attached schedule “A.” 

I cite a typical example of the benefits offered by outlining the class I coverage: 

Principal sum: $1,500 accidental death and dismemberment is provided. 

Weekly accident and sickness indemnity: $10 weekly accident and sickness 
indemnity is payable from the first day of accident disability and the Sth day 
of sickness disability, payable for 183 weeks on both. 

Hospital expense benefits: Up to $10 daily hospital expense benefit is payable 
for 70 days. 

Miscellaneous hospital expenses: Up to $50 is payable for miscellaneous hos- 
pital expense. 

Medical expense benefits: Up to $5 is paid for home or hospital medical 
treatment, and $3 for an office visit, to a maximum of $250. This benefit is pay- 
able from the first treatment resulting from an accident and the second treat- 
ment resulting from sickness. 

Surgical expense benefit : Up to $250 is payable for surgical expenses. 

Laboratory and X-ray expenses: Up to $25 is payable for laboratory and X- 
ray expenses. 
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This is a noncontributory plan and it must be remembered that the employe 
contributions received by this union are very low compared with the contributions 
of other welfare plans. For example, the insurance premium portion of the 
employer contribution in the class previously referred to amounts to only $3.90 
a month, whereas, on the average, other welfare plans pay insurance premiums 
ranging from $6 to $15 per month. Obviously, if the premium contribution is 
small, the benefits are proportionate. 

In this connection, and for an unbiased comparative opinion, I would like to 
refer to the statement previously given to this subcommittee by Mr. David J. Me 
Donald, United Steelworkers of America, confining the comparison strictly to 
the accident and health benefits. He described a “typical insurance benefi! 
program by the steelworkers union” as providing weekly accident and health 
benefits of $40 per week, payable from the first day on accident and the Sth day 
on sickness, for 26 weeks; semiprivate hospital accommodations are also pro 
vided; and surgery up to a maximum of $200. He further indicated that a sub 
stantial number of plans underwritten with insurance companies provided 
hospitalization ranging from $10 to $15 a day for 120 days and sometimes addi 
tional benefits were provided when payment was madesby the employees which 
covered medical expenses, accidental death, laboratory and X-ray expenses 
and a benefit for polio or dread disease. I believe that the comparison of our 
class I benefits, as described previously, compare rather favorably against thes« 
“typical” benefits provided for the steelworkers. 

In explaining these benefits, I believe the farsighted attitude of the trustees 
of the social security department of the union in building this plan should be 
commended. A great many welfare plans have become financially insolvent 
because the benefits provided at the outset were too high for the premium contri 
bution, as previously pointed out by this subcommittee in its preliminary report 

This was also borne out in Mr. McDonald’s statement to this subcommittee, 
when he indicated that “later experience became wnfavorable when a slump in 
steel output occurred beginning at the end of 1953, and rather than reduce 
benefits, the employee contributions were raised under a 1951 supplemental agree 
ment fixing the amount of the minimum contingency reserve.” 

This results in the insurance carrier later advising the policyholder that the 
premium must be increased or the benefits reduced. Such action would be 
disastrous to the union since the collective-bargaining agreements on which 
premiums are based are generally negotiated for a 5-year period and, as a 
result, no increase in premium can be secured during this period. In our case, 
the trustees foresightedly kept benefits modest in the beginning in order to 
determine the underwriting experience. This was particularly important be- 
cause of the (1) high proportion of female members (in excess of 85 percent), 
and (2) other unknown hazards on which it was difficult to predict the insurance 
experience. This long-range planning has resulted in increasing benefits each 
year for employees with additional benefit increases contemplated for the future. 
Of equal importance is the financial stability to the welfare plan of the union 
which can now guarantee not only the continuance of existing benefits but also 
greater increases in the future, without additional cost to employers. Again, I 
wish to stress that in our example of class [ benefits, the insurance premium 
of only $3.90 per month compares to a total employee-employer welfare con 
tribution of from $12 to $22 per month, as explained by Mr. McDonald, of the 
steelworkers union. Of course, a good portion of their contribution is allocated 
to the pension and life insurance benefits. However, I believe you can under 
stand by comparison that the amount of our contributions are extremely low, yet 
benefits are favorable by comparison. 

Of great interest to the laundry owners is the fact that all of this has been done 
without requiring increases in the monthly contribution per member. 


COMPARISON WITH PREMIUM COSTS OF OTHER COMPANIES 


The following is a comparison of the monthly premium charged by the Cali- 
fornia Life Insurance Co. on its policy issued to the union as compared with the 
premium charged by four leading group writing insurance companies for identical 
benefits as calculated from the rate manuals of those companies. 
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INCREASED BENEFITS 


As previously pointed out, we believe that this entire insurance plan has been 
conceived and operated on a sound’ business and actuarial basis, resulting from 
joint cooperation between the trustees, as policy holder, and our company. The 
introduction of moderate policy benefits has been advantageous for the future 
security of the entire: welfare program, as evidenced by the benefit increases 
which have already been made, and others that are contemplated for the im- 
mediate future. Naturally, the decision for the exact benefits rests with the 
trustees themselves. However, as the insurance carrier, we make recommenda- 
tions based on actuarial studies which the trustees consider when increasing 
henefits. At the end of the first policy year with our company, the following 
increases were made in the various classes. 


ANALYSIS OF BENEFIT INCREASES WITHOUT ADDITIONAL PREMIUM CHARGE 


. Daily hospital benefits: 
(a) Class II was increased from $8.50 to $9.50. 
(0) Class VI was increased from $10 to $12. 
2. Length of hospital benefits: : 
(a) The hospital benefit was extended from 30 to 70 days in classes I, 
III, IV, V, and VI. 
3. Miscellaneous hospital benefit : 
(a) Class II increased from $85 to $95. 
(6) Class VI increased from $150 to $180. 
4. Medical expense benefit : 
(a) A $250 maximum medical expense benefit was added to class V. 
(b) The treatment for sickness was liberalized to pay from the second 


medical treatment, rather than the third or fourth, in classes I 
through IV. 


>. Laboratory and X-ray expense benefits: 
(a) A $25 maximum laboratory and X-ray expense benefit was added to 
class I through V. 
6. Maternity benefit: 
(a) This was liberalized in all classes to provide special payment for 
ectopic pregnancy, premature birth, stillbirth, and miscarriage. 
. Female disorders: 
(a) The maximum payable for female disorders was increased from $150 
to $200. 
Claims on the above increases in benefits were estimated as being equal to 15 
percent of the gross policy premium. 

Recommendations for additional benefit increases will be made to the trus- 
tees by the insurance company at their next trustee meeting. From the start, 
all claims on this case have been coded on IBM data equipment. We feel that 
the statistics compiled provide a more comprehensive analysis in this case than 
the majority of welfare plans. We felt that this was essential since the bene- 
fit increases must be predicted with accuracy and the impact of such increases 
eannot be observed for from 6 months to a year. In other words, if we in- 
crease certain benefits today we cannot be certain of their full effect in the 
loss ratio experience for some 6 months hence and if the increases are not 
based on sound actuarial data, it could be that the policy liberalization might 
be disastrous. However, we feel confident that, from the complete IBM analy- 
sis which we have available from month to month, our recommendations are 
predicated on figures which provide the best possible actuarial information. In 


the great majority of welfare plans, no such information is provided to the 
trustees. 
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The recommendations which we will make at the next trustees meeting will 
permit a further increase in benefits which we estimate to be equivalent to 
15 percent of the gross premiums. 

Incidentally, our records will permit us to predict claim and premium re 
serves accurately, thereby providing sufficient reserves and return of the maxi- 
mum retroactive rate credit (dividend) to the policyholder. 


COMMISSION PAYMENTS 


Your committee, in its interim report, stresses the abuses that can result from 
the payment of excess commissions, since this deprives the members of a por 
tion of the benefits to which they are rightly entitled. It must be admitted that 
the first-year commission negotiated on this case might seem excessive. Even 
though there was a great deal of work required on the part of the general 
agent to build the case, representatives of our company insisted that the 
general agent take a reduction in first year commissions from the amount the 
previous insurance carrier had been paying as renewal commission. Final 
agreement was reached at a 6% percent agent’s commission and 2 percent 
general agent commission, first year only. No agreement for renewal commis 
sion was ever consummated. The first-year commission contracts were canceled 
by the company in June 1954. The case is now commission free, thereby result 
ing in greater benefits to the employees. 


CLAIM PAYMENTS 


We are proud of our record in the processing of vast numbers of claims in 
this case with, what we consider to be, more efficiency and economy than is 
normally encountered in the group insurance field. All claims on the approxi- 
mately 48,000 employees insured are serviced by the union local in which 
the employee is a member and from there they are transmitted to our claim 
office in Los Angeles. A savings was accomplished for the employee's benefit 
since the previous insurance carrier maintained not only the identical office in 
Los Angeles, but a similar office in the Midwest and also processed a large 
portion of the claims through its home office claim department. In transferring 
the case to this company, all of this additional expense was eliminated and claim 
expense is confined to our Los Angeles claim office. Claims are paid very 
promptly and, on the average, a claim draft is returned to the local office for 
transmittal to the employee within 3 days after the complete proofs are re- 
ceived by the company. 

Our claims manager is a graduate of the University of California at Los 
Angeles, who has had training in the insurance field. He is an excellent insur- 
ance man. He was employed in a similar capacity with the previous insurance 
carrier and, when our company took over this plan, they did so with the facts 
available to them and retained him on the basis of his ability to perform the 
claim functions efficiently. Our judgment on this has been proven beyond al! 
doubt by the efficiency with which that office has handled claims. While it is 
true that he is the son of a trustee of the fund, we employed him in spite of that 
fact and not because of it. Our claim operation is being performed efficiently 
and our Los Angeles staff is composed of the claims manager, 1 male and 2 
female assistants. The wages paid to the claims manager are below the genera! 
scale for this responsibility. 

Our group claim operation is located in a building owned by the Los Angeles 
local of the union. In underwriting this case, we took over the lease of the 
previous insurance carrier. This was advisable since the office had been in 
operation previously for the purpose of paying claims in this case and, therefore, 
could be put in operation without any interruption of service. We are also 
proud that complaints on claim settlements have been at an absolute minimum 
We understand from conversations with the trustees that serious complaints 
were raised from time to time hefore we underwrote the case. 


SUMMARY 


This statement is my attempt to provide you with background material sho 
my insurance experience and the growth of the California Life Insurance Co. 
I have further tried to show that the benefits provided are very liberal for the 
umount of premium received from employer contributions, and that they compare 


ng 


favorably with those offered by some other welfare plans. I have indicated that 
benefits have been liberalized on a logical and sound basis, with additional in- 
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creases to follow, and that all of this has been done without requiring any 
additional employer welfare contributions. While some criticism could be 
leveled at our initial commission payments, yet the end result shows that this 
case will provide more policy benefits to employees since it is now commission 
free. 

Economy has been realized by our efficient claim handling and thereby reducing 
the operation cost of the plan. 

With all of these advantages for the insured employees, we were able to 
return a retroactive rate credit (dividend) to the trustees of the social security 
department of the Laundry Workers International Union of approximately 
$495,000 at the end of the first policy year, ending September 30, 1954. This 
amount greatly exceeded any previous dividend returned to the welfare fund 
since its inception and will be used entirely for further increased benefits and 
strengthening of the welfare fund. 

I believe that the California Life Insurance Co., in close association with 
the trustees of the social security department, has operated an insurance plan, 
based on available employer contributions, that meets the true objective of 
any welfare program by providing maximum benefits and financial strength for 
the social security department. 
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Senator Dovcias. Will you raise your right hand, Mr. Faris? 
Do you solemnly swear that the testimony you will give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF ORVILLE F. FARIS, PRESIDENT, CALIFORNIA LIFE 
INSURANCE CO., OAKLAND, CALIF. 


Mr. Farts. I do. 

Senator Douéias. Would you give your name for the record? 

Mr. Farts. Orville Faris. 

Senator Doveias. And your position ¢ 

Mr. Faris. I am president of the California Life Insurance Co. 

Senator Doueias. And your residence? 

Mr. Faris. My residence is in Castro Valley. But my business 
address is in Oakland, Calif. 

Senator Douc.as. Mr. Leece. 

Mr. Leece. When and where did you first meet Mr. Haines B. 
Wickes, Mr. Faris? 

Mr. Faris. I met Mr. Wickes at my office around the latter part of 
April of 1953. 

Mr. Leece. Under what circumstances? 

Mr. Farts. By invitation of our attorney, Judge E. Coke Hill. 

Mr. Leece. What was the purpose of his call on you at that time? 

Mr. Farts. The purpose of the call was as a result of an invitation 
by rane Hill who had previously had lunch with him at the Palace 
Hotel in San Francisco. 

And he indicated that he was interested in making contacts for 
actuarial work in the Bay area. 

Mr. Lerce. Do you know who introduced him to Judge Hill, Mr. 
Faris? 

Mr. Farts. Matthew J. Dooley. 

Mr. Leece. At that time did he identify himself as a vice president 
of Security Mutual Life Insurance Co. ? 

Mr. Farts. He did, sir. 

Mr. Leece. Did he discuss with you at that time the possibility of 
acquiring control of the California Life Insurance Co.? 

Mr. Faris. Well, we had ous normal get-acquainted conversation 
while he was there. And we gave him information to the effect that 
California Life Insurance—there were certain parties of the Cali- 
fornia Life Co. who were willing to release their stock interest, an«! 
that there was 

Senator AtLorr. Excuse me, sir. Do I understand that this was at 
your first meeting ? 

Mr. Faris. Yes, sir. 

Senator Atiorr. Go ahead. 

Mr. Farts. I probably could build that background, that the Cali- 
fornia Life had already let it be known through the insurance industry 
and other parties that there was a possibility “of acquiring the control- 
ling interest of the company. 

Senator Doveras. Did you hold the controlling interest ? 

Mr. Farts. I did not, sir. 

Mr. Lercr. Were you present at that time? 

Mr. Farts. Yes, sir. 
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Mr. Leece. Did he indicate that he might be interested either on 
Lis own behalf or as a representative of other groups of acquiring 
control of California Life? 

Mr. Faris. He said it was very interesting, and he asked us not to 
make any move until he called us. 

Mr. Leece. Did he indicate— 

Mr. Faris. He indicated to us that he knew of people who might 
he interested in the situation. 

Mr. Leecr. Did he identify these people / 

Mr. Faris. No, he did not identify the people. 

Mr. Lercr. Did he indicate to you whether or not he could con 
tribute to the business of the California Life Insurance Co. ? 

Mr. Faris. He said he was anxious to come out to California and 
that he would be very glad to consider some time in the future a possi 
ble arrangement. 

Senator Doveias. Did he allow you to believe that he would be able 
to bring the Laundry Workers case with him ? 

Mr. Faris. Not to my knowledge, sir. I cannot remember every 
conversation. As I recall it, he did not mention that, though. 

Mr. Leece. Did he indicate that he was identified in any way with 
the Laundry Workers welfare fund / 

Mr. Faris. He may have. I cannot be absolutely swre of that. But 
| cannot recall it. 

Mr. Leece. Did you come to any agreement at that time; or was this 
more in the nature of an exploratory conversation / 

Mr. Faris. It was more or less in the nature of an exploratory 
conversation. 

Mr. Leece. Now, as I understand it, there was a subsequent meeting 
in Mr. Rony 2 office ? 

Mr. Faris. No, sir. 

Mr. Lerce. With you, Mr. Dooley and Mr. Wickes present? Am 
I right on that? 

Mr. Faris. No, sir. I did not have a subsequent meeting in Mr. 
Dooley’s office at that time. 

Mr. Lerce. Between your first meeting with Mr. Wickes and your 
meeting with the representatives of the social-security department in 
( ‘hicago in May? 

Mr. Faris. I did not have a meeting with Mr. Wickes or Mr. Dooley 
prior to that time. 

Mr. Leece. In other words, your next contact or probably your first 
contact. with representatives of the Laundry Workers International 
Union or the social-security department of that union was in Chicago 
in May of 1953? 

Mr. Faris. The next time I saw Mr. Wickes was the time that he 
telephoned and asked if I could possibly go there to discuss further 
matters in Chicago. 

Mr. Leece. Did you go to Chicago? 

Mr. Faris. Yes, sir. 

Mr. Leece. Did you attend the meeting of the board of trustees? 

Mr. Faris. I was invited to attend the morning session. 

Mr. Leece. Was any mention made by the trustees at that time of 
the contemplated purchase of the controlling interest in California 
Life Insurance Co. ? 

Mr. Faris. No, sir; not at that meeting. 
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Mr. Leece. Was it outside the meeting? Were there informal con- 
versations outside the meeting? 

Mr. Farts. There may have been. But as far as I am personally 
concerned, my conversation was primarily with Mr. Wickes and Mr. 
Saperstein. 

Senator Dovenas. Did Mr. Wickes and Mr. Saperstein tell you that 
they thought that the social-security department or the union or the 
individuals connected therewith would be w illing to buy the company 
and that the policy would be switched from Security Mutual to Cali- 
fornia Life ? 

Mr. Faris. He didn’t say they would be willing. He said there was 
a possibility. 

At that meeting we were talking over the value of California Life 
and discussing the various phases of the insurance business. 

Senator Doueias. Was there an understanding that if the union or 
rr a ag connected with the union or the welfare fund purchased 

California Life that in all probability the policy would be switched 
from Security Mutual to California Life ¢ 

Mr. Farts. I assumed that it went hand in glove. There was no 
mention of it. 

Senator Doucias. You assumed that that was true / 

Mr. Faris. I did, sir. 

Senator Doveias. Did it strike you as unethical that you were deal- 
ing with a man who was vice president of Security Mutual Co. which 
was then handling the insurance; he began to negotiate with you for 
the purchase of C ‘alifornia Life, together with the agent for Sec urity 
Mutual, Mr. Saperstein, and that. they were apparently active in 
putting through an arrangement in which the insurance would be 
switched from the company of which they were officials and agents’ 

Mr. Faris. Just to rephrase—well, to get the question properly—to 
answer it properly in that respect: 

I was there on an exploratory meeting. I had been informed by 
Mr. Wickes that he h: id contemplated severing his connections with 
Security Mutual. ; 

Senator Dovucias. But he was still a high official of Security 
Mutual? 

Mr. Faris. That is right. But to follow through on that one point : 
I had also been introduced to Mr. Saperstein as a consultant, insurance 
consultant, for the social security department of the laundry workers. 

Senator Dovctas. He was also an agent of Security Mutual ? 

Mr. Farts, That is correct. So, my feeling was this at the time: 
The social security department was going to purchase the controlling 
interest of California Life; that these would be a normal transfer: 
and that it was a situation that the case would automatically go over. 
T never gave any thought in that matter further, sir. 

Mr. Leecr. Mr. Faris, you have just stated that you thought the 
social security department was going to purchase California Life. 

Now, with that thought in mind, did it not strike you as somewhat 
unusual that you would be called all the w ay from San Francisco or 
Oakland to C hicago presumably to discuss this matter with the trus- 
tees of the social security department? And yet during your presence 
at that meeting not a word was said about this contemplated pur- 
chase? Rather a mee ting was held outside of this trustee meeting at 
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hich time you did not consult with officials or trustees of the social 
curity department but with Mr. Wickes and Mr. Saperstein. 

Mr. Faris. I was very naive about any connections regarding the 
velfare unions or unions of any kind. What went on there, to me 
raised no question. I came there as a businessman to convey to them 
the annual statement and to discuss matters regarding the company. 

Mr. Lerce. And Mr. Wickes had invited you? 

Mr. Farts. Yes, sir. 

Mr. Lerce. Did you pay your expenses to Chicago ? 

Mr. Farts. No, sir. 

Mr. Legcr. Now, was an offer made at that time, Mr. Faris, for your 
stock 4 Not alone your stock, but the controlling interest in California 
Life ¢ 

Mr. Fwris. I think there was a discussion as to amounts. But I 
don’t think there was a firm offer. 

Mr. Leece. There was not a firm offer at that time ? 

Mr. Faris. No, sir. 

Mr. Lerce. What proposal did he make, if any / 

Mr. Faris. The proposals there were very vague, because there was 
no definite consideration as to the actual amounts. Because Mr. 
Wickes and Mr. Saperstein were discussing this matter among them 
selves and myself. 

In my opinion—and I cannot recall all of the situations—but there 
was a figure of approximately $8.25 a share. However, it was not 
firm, nor was it a definite commitment at that point. 

Mr. Leece. Did this proposal contemplate that you would be re- 
tained as an officer in California Life? 

Mr. Faris. Laskedtobe. But I left that matter open. 

Mr. Leecr. Did they agree to that request of yours, Mr. Faris? 

Mr. Faris. They did not at that time. 

Mr. Leece. They did not at that time / 

Mr. Faris. No, sir. 

Mr. Lerce. You felt, however, that you were dealing with repre- 
sentatives of the social security department ’ 

Mr. Faris. I did, sir. 

Mr. Leece. As I understand it, the proposal of Messrs. Wickes and 
Saperstein was that they would pay you $8.25 per share for approxi- 
mately 16,000 shares which represented the controlling interest in the 
Cahfornia Life? 

Mr. Faris. I will put it this way, sir: That the situation could be 
handled on that basis; but they did not come out and make a proposal. 

Mr. Leecr. But they made a suggestion of some sort 4 

Mr. Faris. Yes; they did. 

Mr. Leece. Did you take that back to your stockholders in Oakland ? 

Mr. Faris. Yes, sir. 

Mr. Leece. And as I understand it, an option to purchase that stock 
was later obtained by Mr. Dooley ? 

Mr. Faris. That is correct. 

Mr. Leece. In July of 1953? 

Mr. Faris. Well, 1thinkso. Iam not sure. 

Mr. Lexce. And some weeks later on August 6, 1953, you and other 
holders of the common stock in California Life met with Mr. Dooley 
and Mr. Saperstein in Mr. Dooley’s office ? 
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Mr. Farts. That was the 5th or 6th of August. 

Mr. Lerce. The 6th of August 1953 ? 

Mr. Faris. Yes, sir. 

Mr. Leece. At that time, was the controlling common stock in- 
terest in California Life transferred to Mr. Dooley ¢ 

Mr. Farts. The controlling common stock was transferred. 

Mr. Lerece. Including a percentage of your holdings ¢ 

Mr. Faris. That is true. 

Mr. Leece. You retained some of your common stock ¢ 

Mr. Faris. That is correct. 

Mr. Lrece. And you retained your position as an officer of the 
company ¢ 

Mr. Faris. Yes, sir. 

Well, I was just the officer by the last vote of the board of directors. 

Mr. Leece. Now, at about that same time Mr. Wickes was retained 
by California Life? 

Mr. Faris. Yes, sir. 

Mr. Leece. In what capacity ¢ 

Mr. Farts. As consultant and actuary. 

Mr. Lerce. And at what salary ? 

Mr. Faris. A thousand dollars a month. 

Mr. Lexrce. $12,000 a year? 

Mr. Faris. Yes, sir. 

Senator Dovetas. Is that his present salary ? 

Mr. Farts. Yes, sir. 

Senator Doue.as. It has not been increased since then ? 

Mr. Farts. No, sir. 

Senator DouGias. Does he receive any fees in addition ¢ 

Mr. Faris. No, sir. 

Senator Dove as. The sum total of his compensation is the $12,000 
a year ¢ 

Mr. Faris. That is correct, sir. 

Mr. Leece. And you retained your official status with the company f 

Mr. Faris. I did, sir. 

Mr. Lerece. Was Mr. Dooley retained in any capacity by the Cali- 
fornia Life Insurance Co. ¢ 

Mr. Faris. No, sir, not that I know of. He has received attorney’s 
fees from California Life. But he has 

Mr. Lerce. Is he retained by the company ? 

Mr. Farts. No, sir; but the point I want to bring out is: Mr. Dooley 
is a former partner of our attorney. 

Mr. Leece. Who is that, sir? 

Mr. Grirrin. Excuse me. He doesn’t know. He was an associate. 
They were never partners. 

Mr. Faris. They had been in law offices together in San Francisco. 
And being a former associate at times our attorney would ask him to 
do special work for him. 

Mr. Lerce. Now, prior to the summer of 1953, was California Life 
doing any considerable group business ? 

Mr. Faris. No, sir. 

Mr. Leece. Were you doing a considerable insurance business of any 
kind ? 

Mr. Faris. We were beginning to build up a nice volume of A. and 
H. premium. 
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Mr. Lerce. When you say “beginning to build a nice volume,” could 
you be a little more explicit ? 

Mr. Faris. Well, our general agency was beginning to develop an 
inereasing momentum of individual A. and H. premiums. In that 
connection, I have a statement here as to the progress of the company 
from 1948 to 1954. And I would like to pass it out and make it a 
part of the record. 

Senator Dovenas. Yes. Certainly. It will be made a part of the 
record at this point. 

(The document follows :) 


1 statement of the progress of California Life Insurance Co 


Sane te Policy Interest | Premium Admitted rarmen 
poldes reserves income income assets cheer 

1948 ; $51, 107. 38 $192, 633. 73 | $7,551.00 | $152, 318. 38 $332, 207. 68 $58, 748. BY 
1949 66, 723. 27 oe 27 9, 324. 82 150, 128. 61 387, 728. 24 61, 136. 91 
1950 83, 712. 76 271, 871. 58 11, 647. 73 179, O15. 42 446, 768. 76 55, 040. 23 
05] 95,031. 42 | 329" 068 05 12, 830. 60 | 395, S68. 04 46, 490. 43 57, 472. 53 
1WA2 102, 375. 80 | 457, 804.15 | 20, 264.19 | 687, 035. 65 756, 778. 40 110, 892. 19 
1953 524, O83. 91 693, 904. 59 | 23, 641.71 | 1, 160,160.71 | 1,737, 668. 17 476, 889. 68 
1954 617, 289.11 | 1, 267, 535. 59 56,910.19 | 2,478,323 30 | 2, 675, 465. 20 1, 341, 921. 07 


' 


Mr. Farts. You can tell by the premium income that there was 
only 1 year that there was a decreasing premium income. And that 
was 1948 and 1949. Every year thereafter it was stepped up. 

It jumped from $152,318. 38 in 1948 to $687,035.65 in 1952. And 
from 1951 to 1952 the premium income increased from $395,868.94 to 
$687,035.65. And I would like to point out that there were other re- 
spective increases here as you can see by the policy reserves, surplus 
as regards to policyholders, admitted assets, and payments to policy- 
holders. 

Senator Atiorr. Well, in your statement in 1954 how much of that 
was ordinary business? You have $2,478,000; but 2 million of that or 
over was from this Laundry Workers thing alone, wasn’t it ? 

Mr. Faris. No, sir. It has not re: ached a capacity of 2 million yet. 

Senator Atuorr. What has it reached ? 

Mr. Farts. I don’t know exactly. I think it is $1,900,000. And 
the income in 1954 does not always reflect the total income, as there 
is always a lag behind that. 

Senator Atvorr. Has there been any concerted drive by your com- 
pany or your agents to solicit ordinary life business from the union 
membership ¢ 

Mr. Farris. No, sir. That has been a situation that has concerned 
a lot of different types of insurers. 

Senator AtLorr. You said a while ago that the first time you met 
Wickes you discussed with him the possibility of the purchase of the 
company ; is that correct? 

Mr. Faris. Yes, sir. 

Senator AtLorr. You were present and heard Mr. Dooley testify 
that he arranged the meeting for Mr. Wickes because Mr. Wickes 
wanted to be employed in an actuarial capacity with the California 
company ¢ 

Mr. Faris. That is correct. 

Senator Axxvorr. Did you have any discussion at all with Mr. 
Wickes about employing him as an actuary ? 
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Mr. Faris. No, sir. You are speaking about that first meeting / 

Senator Auvorr. I am talking about the first meeting, Mr. Faris, | 
yes. 

Mr. Faris. Yes. 

Senator AtLorr. You understood that my questions referred to just 
the first meeting ¢ 

Mr. Faris. I do now. 

Senator Atiorr. Has there been any action toward replacing Mr. 
Wickes to date ¢ 

Mr. Faris. No, sir. 

Senator At.torr. Who is on your board of directors of the Cali- 
fornia Life at the present time ¢ 

Mr. Faris. The board of directors of California Life at the present 
{ime is myself, Mr. W. C. Rusk—— 

Senator AtLorr. Will you identify him, please / 

Mr. Faris. Secretary-treasurer of the California Life. 

Senator Attorr. Who is he? Is he connected with the union at all? 

Mr. Fasis. Oh, no, sir. 

Mr. A. A. Faris, my father. Mr. E. Coke Hill, and Mr. Haines B. 
Wickes. I may have left out one. Iam not sure. Yes, Dr. Edward 
Vollert. Do I have seven directors / 

Senator Arsorr. There is Faris, Rusk, your father—— 

Mr. Faris. lam sorry. There is one more. Mr. Hvassman. He is 
vice president of the company. 

Senator AtLotr. What is the total interest of these people, that 
these people own individually in the company ¢ 

Mr. Faris. The total interest in the way of stock ? 

Senator AtLorr. Yes, voting stock. 

Mr. Faris. Very little. 

Senator Atiorr. Can you give it to me? Can you tell us how 
much it is? I don’t care if it is accurate, exactly accurate, Mr. Faris. 
But would it be as little as 1/100? 

Mr. Faris. It could be. I don’t know, because most of us hold very 
little stock in the company. 

Mr. Leecer. Is it not true that of those directors, the only two 
holding stock are yourself and Mr. Rusk ? 

Mr. Farts. No, that is not true. 

Mr. Lerce. Who else holds stock ? 

Mr. Farts. My father holds some stock and Dr. Vollert owns stock, 
and Mr. Hill owns stock. 

Mr. Lerce. That is Judge Hill? 

Mr. Farts. Yes, Judge Hill. 

Senator AtLorr. When do you have your annual meeting? 

Mr. Faris. The annual meeting is on the 15th of March. It was 
February. Now it is on the 15th of March each year. 

Senator Atiorr. Did you hold one this year ? 

Mr. Farts. Yes, sir. 

Senator Attorr. Then why can’t you give me some idea of the 
percentage of stock that is owned by this board, Mr. Faris? 

Mr. Faris. I could work it out. I can’t remember what amount 
of stock each one owns. They are very small. Let me see 
_ Senator Attorr. Mr. Faris, I am not trying to pin you down to a 
hard and fast figure. 
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Mr. Faris. Well, they own so small an amount, that is probably 
true, but I didn’t want to make a wrong statement. 

Mr. Grirrin. I can tell you what is owned by the union and what 
is owned by the individual stockholders. 

Mr. Faris. I thought you meant those presently on the board of 
directors. 

Senator ALLorr. Well, no. What I wanted to know is how much 
of the stock 

Mr. Faris. Outstanding as to other individuals ? 

Senator Attorr. No. The question I asked is how much of the 
stock, the outstanding common stock, which I understand is your 
only voting stock 
Mr. Farts. No, sir. 

Senator Atiorr. Preferred, too? 

Mr. Farts. Yes, sir. 

Senator Atxorr. All right. Out of your total stock, what percent 
owned by the board of directors ? 

Mr. Farts. It is less than 1/100. 

Senator Atiorr. In other words—and this is the point I wanted 
to get at, each and every person who is a director of the company is 
there at the will and sufferance of the social security department of 
the union ? 

Mr. Farts. That is correct. 

Senator AutLorr. What is your present salary, Mr. Faris? 

Mr. Farts. $13,500. 

Senator ALLotr. What was it in 1952? 

Mr. Faris. About $6,000. I don’t recall exactly. 

Senator Anuorr. You received a raise, then, after the shift in 
ownership ¢ 

Mr. Farts. I did, sir. 

Mr. Leece. You mentioned Mr. Hvassman as a member of the 
hoard of directors. Was he not a former employee of the social se- 
curity department ? 

Mr. Farts. Yes, he was. 

Mr. Leece. Or Sectirity Mutual—I am sorry. 

Mr. Farts. I anticipated you. 

Mr. Lerce. Did Mr. Wickes bring him to the company ? 

Mr. Farts. Yes, sir. 

Mr. Leece. Did he bring anybody else from Security Mutual? 

Mr. Faris. Yes, sir. He brought Mr. Ed Coleman. 

Mr. Lrece. What is Mr. Coleman’s capacity with the company? 

Mr. Farts. He is a vice president in charge of all claims, and he 
has other capacities. 

Mr. Leece. And what is Mr. Hvassman’s capacity, in addition to 
being a member of the board ? 

Mr. Faris. He is vice president in charge of all—in charge of group 
and individual A. and H. production. 

Mr. Leece. Is it not true that during a 5-year period 1948 through 
1953, you were making rather concerted efforts to sell California Life? 

Mr. Farts. No, sir. 

Mr. Leece. You indicated earlier that it was known around Cali- 
fornia that the stock could be had. 
Mr. Farts. You said 1948 to 1953. 
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Mr. Leece. Yes, when you finally did sell the controlling interest. 

Mr. Farts. Well, there were in 1949 and 1950. I wasn’t giving it 
any thought or anyone else for that matter. 

Mr. Lreece. When did this idea originate? When did you begin 
thinking in terms of selling the controlling interest ¢ 

Mr. Faris. That was in 1953. 

Mr. Leece. And yet the company was growing in 1948 to 1953? 

Mr. Faris. Yes, but it was growing not at a rapid pace, as you 
could see from the analysis I gave here, that the capital and surplus 
were not large, and the method by which we were incorporated, or the 
laws under which we were incorporated in the State of California 
allowed us to transform from a mutual to what is known as a chapter 
9—-A stock company, and they allowed you step-ups as to your capital 
stock. 

It was a particular type of law at that time to allow the companies 
to go over to a capital stock company, a legal reserve capital stock 
company, I should have said, and it became quite apparent to me that 
in order to grow and grow right that we should have full capitaliza- 
tion, and an adequate surplus. 

In other words, in the insurance industry, thare is an individual life 
and an A.and H. There isa loss of business the first year and if you 
put it on too large a volume, it can reduce your surplus badly. I felt 
that our progress was not to the point where it should—I mean, that 
it would be impaired by not having sufficient surplus to go out and 
get a larger volume of business. 

Mr. Lerce. Did your company open up an agency in Los Angeles 
in 1951% 

Mr. Farts. I don’t know the exact date. It could have been. 

Mr. Leece. Do you know Mr. DeBardas? 

Mr. Faris. Yes, sir. 

Mr. Lerce. Was he identified with that office when it was opened in 
1951? 

Mr. Faris. With what office ¢ 
Mr. Leece. The branch office in Los Angeles that was opened 
1951. 

Mr. Faris. Yes, sir. 

Mr. Leece. What was the source of the funds that were used to open 
that branch office? Did the company put up the money required, or 
did Mr. DeBardas put it up himself, personally ¢ 

Mr. Faris. Mr. DeBardas did. 

Mr. Leece. Would. that indicate to you that the company was in a 
sound financi: : position at that time? 

Mr. Farts. I don’t follow your question, sir. 

Mr. Lerce. Is that ordinarily done? 

Mr. Faris. Yes, sir. 

Mr. Lercer, It is a common practice? 

Mr. Farts. In the general agency system. In the A. & H. business, 
they generally have them pay all expenses to develop their own 
business. 

Mr. Leece. This wasn’t a general agency office, was it? It was a 
branch office. 

Mr. Faris. Oh, no, it was general agency office. 

Mr. Leece. General agency office? 

Mr. Faris. Yes, sir. 
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Mr. Leece. Do you have a claims office in Los Angeles at the present 
time? 

Mr. Faris. Yes, sir. 

Mr. Lerece. Who handles that office? Who heads it up‘ 

Mr. Faris. Mr. Ira Goldstein. 

Mr. Leece. Who is Mr. Ira Goldstein ? 

Mr. Farts. Sir, if I may refer to my statement, | would lke to read 
you that portion of it. 

Senator Doveras. This is on page 10? 

Mr. Faris. On page 10, beginning with our claims manager is a 
graduate of the University of California at Los Angeles who has had 
training in the insurance field. He is an excellent insurance man 
He was included in a similar capacity with the previous insurance 
carrier and when our company took over this plan, they did so with 
the facts available to them and retained him on the basis of his ability 
to perform the claim functions efficiently. 

Our judgment on this has been proven beyond all doubt by the effi 
ciency with which that office has handled ¢ ‘aims. While it is true that 
he is the son of a trustee of the fund, we employed him in spite of 
the fact-and not because of it. Our claim operation is being per- 
formed efficiently and our Los Angeles staff is composed of the claims 
manager, 1 male and 2 female assistants. 

The wages paid to the claims manager are below the general scale 
for this responsibility. 

Mr. Leece. Doesn’t he also operate his own insurance agency out of 
the same space? 

Mr. Faris. I learned that, and that is true. 

Mr. Leece. Does California Life pay the rent on that space? 

Mr. Faris. Yes, sir. 

Mr. Leecr. Was this same Ira Goldstein not the same individual 
who worked for Mr. Lou Saperstein when Security Mutual had the 
business / 

Mr. Faris. So I am informed. 

Mr. Leece. In the same space ? 

Mr. Farts. I am not sure of the same space. 

Mr. Leecr. And at a time when he was operting the same insurance 
agency ¢ 

Mr. Farts. I don’t think it was the same insurance agency. 

Mr. Lerce. The Jaybar Insurance Agency ? 

Mr. Faris. I am not sure of that, sir. I didn’t know whether he 
was operating the Jaybar Insurance Agency—the name—at the time 
that Security Mutual had it. 

Senator Atrorr. You make it appear that you took him over vol- 
untarily. Asa matter of fact, you had no choice but to take him, did 


you, as your agent there ? 


After all, Mr. Goldstein was one of the trustees. This outfit owned 
99 percent of your stock. 

Mr. Faris. No, sir; that was not true. 

Senator ALLorr. It wasn’t ? 

Mr. Farts. Our feeling in the matter is—and I am only quoting 
because Mr. Wickes handled the matter—and I had no knowledge of 
it—is that he had had claims experience and when you were trans- 
ferring the case from one carrier to another, it was best to have per- 
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sons who were familiar with the benefits and all of those matters, and 
it would expedite matters by using that office. 

Senator Atiorr. Well, as president of an insurance company, you 
certainly didn’t rely on Mr. Wickes’ statements in that respect. He 
was merely an actuary, not a claims man. 

Mr. Faris. He was a consultant and a group expert when he came 
tome. I had no knowledge of the business myself, and I was relying 
entirely upon his judgement. 

Senator Atitorr. Where did you get your information as to Mr. 
Wickes’ supposed ability? The first time he came to you, you talked 
with him and the thing you discussed was the sale of your company. 
Who gave you information as to his ability ? 

Mr. Farts. We have private inspection services. We used it. He 
was recommended very highly to us through Lincoln National Life 
Insurance Co. 

Senator Atxorr. In Lincoln, Nebr. ? 

Mr. Farts. That is in Fort Wayne, Ind. 

Senator Auvorr. And he is still with you and nothing has been 
done to remove Mr. Wickes from your company ? 

Mr. Farts. Sir, our experience with him is that he is a man of good 
insurance ability. He isa fellow actuary. We are developing a com- 
plete new line of life rate books. They are being printed now, and I 
have been told that he was quite instrumental in helping to build 

Security Mutual. 

He came recommended to me as an efficient and a good insurance 
man, and I 

Senator Atvorr. How can you say that, Mr. Faris? When you met 
him in Chicago you knew that he was the vice a of a company 


which was carrying a very large account of this union. Didn’t you 
know that? 


Mr. Faris. Yes, sir. 

Senator Atiorr. You went there for the purpose of discussing a 
sale. You there discussed that sale, and you entered into a tentative 
understanding, although any of you, I will admit, could have backed 
out of it; but. you did have an agreement in mind, a meeting of the 
minds in fact. 

Mr. Farts. Yes, sir. 

Senator Attorr. The man that you met. there put himself into your 
deal. You understood at the same time that you were taking an 
account that was running well in excess of a million dollars a year 
irom the very company that he was st ubbing in the back at that time. 
Now, how in the world can you justify having such a man in your 
employ ¢ 

Mr. Faris. As I say. I assumed that he had made arrangements with 
the Security Mutual. He said he was severing his connections. 

Senator Atiorr. Nevertheless, he hadn’t severed them, had he? 

Mr. Farts. No; he hadn't. 

Senator Atiorr. And even if he told you he was severing his con- 
nections, you understood and everybody understood that the social- 
security department was going to buy up your company. You knew 
this fellow Wickes was gomg to bring the large sum of $114 million in 
premiums to you, and you participated i in it. You still have him in 
your employ, haven’t vou? 

Mr. Faris. Yes, sir. 
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Senator Anvorr. Have the union officials, particularly the social 
security department, said anything with respect to your keeping him 

| your employ, either for or against it? 

Vir. Farts. No, sir. 

senator ALLorr. Even as of today no one has suggested that he 
might be relieved of his responsibilities in your company ¢ 

Mr. Faris. No, sir. 

Senator Atiorr. When I say no one, I mean any of the social 
security department of the Laundry Workers Union who own the 
creater part of your stock. 

Mr. Farts. No, sir. I have not been ordered to do that. 

Senator Atvorr. That is all. 

Senator Dovgetas. I have no further questions. 

Mr. Leece ¢ 

Mr. Leece. Yes. 

When were you first officially notified that the laundry workers 
welfare fund was to be underwritten by California Life? 

Mr. Farts. I think that was—will you please repeat that? 

Mr. Leece. When were you first notified officially that the laundry 
workers welfare fund would be underwritten by the California Life 
insurance Co. 4 

Mr. Faris. At a July meeting in Chicago. 

Mr. Lerce. At the July meeting in Chicago? 

Mr. Farts. I wasn’t officially, sir. I may have given you the wrong 
impression there. I discussed this before this group that was present 
there, and at this July meeting, at the time I was there-—— 

Mr. Lerece. This was in May, Mr. Faris, that you were at the 
meeting. 

Mr. Farts. Yes, but I am speaking of the July meeting. now. 

Mr. Leece. In Chicago? 

Mr. Faris. Yes. 

Senator Dovenas. Oh, there is another one. 

Mr. Leece. Was that a board of trustees meeting ? 

Mr. Faris. No, sir. 

Mr. Leece. Go ahead. I am sorry. 

Mr. Faris. At the time, [ met in the hotel room with Mr. Byers, 
Mr. Wickes, and Mr. Saperstein, Mr. Goldstein, and there were one 
or two other parties, but I can’t remember—I think Mr. Chasmar was 
there. He may not have been. 

Mr. Leece. Was Mr. Dooley there / 

Mr. Faris. Yes. 

Mr. Lerce. Was Mr. Chasmar there / 

Mr. Faris. I am not sure of that. 

Mr. Leece. I am sorry. Mr. Toomey ¢ 

Mr. Faris. Mr. Toomey I don’t think was there. 

Mr. Leece. Was Mr. Chantry Davis there / 

Mr. Faris. I don’t think so. 

Mr. Leece. They are the employer trustees for the social security 
department / 

Mr. Faris. I wasn’t acquainted with them at the time. 

Mr. Leece. All right; go ahead. Iam sorry. 

Mr. Faris. And it was at that time that [ informed them that 
I thought I could deliver the controlling stock. 





690 WELFARE AND PENSION PLANS INVESTIGATION 


Mr. Lerce. Now, who told you that the policy would be switched 
to California Life? 

Mr. Faris. Nobody. 

Mr. Leece. Well, you have just said that you were advised. 

Mr. Faris. I thought you—you have me confused here. 

Mr. Leece. Who advised you that the program would be switched 
to California Life ¢ 

Mr. Farts. Oh, L see. 

Mr. Leece. And when ¢ 

Mr. Faris. I am sorry. I had the question differently. I never 
asked a question. I always assumed it was automatic when they got 
the controlling interest. 

Mr. Leece. Did they indicate to you that it would be? 

Mr. Faris. I don’t think they did. I never even asked the question. 
To me, it seemed like it was a natural thing, a hand-in-glove operation. 

Mr. Lerce. Wouldn't you have had some interest in that 

Mr. Faris. I beg your pardon? 

Mr. Lerce. W ouldn’t you, as a stockholder in California Life, have 
some interest in that! 

Mr. Farts. Yes, sir. 

Mr. Leece. Did you ask them whether or not the business would be 
transferred to California Life ¢ 

Mr. Farts. I have no recollection of making that question. All 
I say is that I just assumed it was. There didn’t seem to be any reason 
for them not to insure their case in the company they controlled. 

Mr. Lexce. Did they indicate at that time that the 5-percent dis- 
count of premium would continue / 

Mr. Faris. I had no knowledge of that. 

Mr. Lesce. Was that a part of the arrangement ? 

Mr. Farts. I had no knowledge of that. 

Mr. Leece. Wouldn't that be a rather important item to you as an 
official or president of California Life if you were going to insure 
this program as to whether or not you were going to have to discount 
premium 5 percent, and no mention was made of it # 

Mr. Faris. We just—when we took the case over, we just offered 
a set premium. 

Mr. Leece. When was an arrangement made? You are paying the 
5 percent, as 1 understand it. 

Mr. Faris. Our group contract case there, I don’t think reflects 
anything like that whatsoever. It just was a certain set premium. 

Mr. Lerece. Are you paying the social-security departmeut anything 
for administration ¢ 

Mr. Faris. No, sir. 

Mr. Lerce. At the moment! 

Mr. Faris. No, sir. 

Mr. Lerece. Are you paying fees of any kind to the social-security 
department ¢ 

Mr. Faris. No, sir. 

Mr. Lerce. What was your total premium for the last policy year 
on this case ¢ 

Mr. Faris. I would have to refer to it. May I do so? 

Mr. Leece. Can you give us an approximation ¢ 

Mr. Faris. About $1,900,000. 
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Mr. Leece. And that policy year runs from October 1, 1953, to 
1VD4 ¢ 

Mr. Faris. Yes. 

Mr. Leece. Who was the agent originally on this case after you 
people took it over from Security Mutual ¢ 

Mr. Farts. Mr. Saperstein. 

Mr. Leece. Who prepared the contract 

Mr. Farts. Mr. Wickes. 

Mr. Lerece. And what were the atrangements| 

Mr. Faris. The arrangements were 614 percent agent’s commis 
sions and a 2 percent general agent’s commission. 

Mr. Lerce. ‘That is 814 in all. 

Mr. Farts. Yes, sir. 

Mr. Lerce. On $1,950,000 ¢ 

Mr. Faris. Yes, sir. 

Mr. Leece. When was that contract executed ¢ 

Mr. Faris. I think it was executed in February and as of October 1 

Mr. Leecr. That was at a time, as Mr. Dooley has testified earlier, 
when the control of California Life was not in the hands of the social- 
security department, but in the hands of the gentlemen he mentioned, 
namely, himself, Mr. Saperstein, Mr. James, Mr. Wickes, und other 
international officers. 

Mr. Faris. If that is true, I don’t know. 

Mr. Leece. I have a copy of Mr. Saperstein’s contracts which have 
been certified by Mr. Rusk, secretary of California Life, as true copies 
of the original. 

Mr. Faris. Yes? 

Mr. Lerce. Which indicates as you suggested, that the arrangement 
with Mr. Saperstein was 614 and 2. Can you identify your signature 
on that and identify that as a true copy of the contracts entered into 
with Mr. Saperstein ¢ 

Mr. Faris. Yes, sir. 

Mr. Lerce. How much did Mr. Saperstein receive in commissions 
during the time that he was the agent on this case / 

Mr. Faris. How much has he received to date 4 

Mr. Lerce. Yes. 

Mr. Faris. I think around $159,000. 

Mr. Leece. With your permission, Mr. Chairman, I would like to 
move the admission of this as part of the record. 

Senator Doveias. That will be done. 

(The documents referred to were marked “Exhibits 38-A to 38—-C,” 
inclusive :) 

ExHibBir 38—-A 

I hereby certify the attached documents to be true and correct copies of the 
original thereof. 

CALIFORNIA LIFE INSURANCE Co., 
W. C. Rusk, Secretary. 
[SEAL] 
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ExuHIsiT 38—B 
CALIFORNIA LIFE INSURANCE COMPANY 
Group Division 


GENERAL AGENCY CONTRACT 


This Agreement made this 15th day of February, 1954 between the CALIFORNIA 
LIFE INSURANCE COMPANY, a corporation, General Offices, Oakland, California 
(hereinafter called the Company) and Louts B. Sapersrein, of Newark, State of 
New Jersey, (hereinafter called the General Agent) : 

WITNESSETH THAT: 

(1) The Company hereby appoints the General Agent its general agent for the 
purpose of procuring and transmitting applications for Group Accident and 
Health Insurance and Group Life Insurance in the Group Division of the Com- 
pany, delivering policies thereon, collecting and paying to the Company the 
premiums on the insurance so effected and performing such other duties as may 
be required by the Company, all in accordance with the Company’s Manuals, 
rate books and rulings in force at the time and specific instructions from the 
Company, and not otherwise. 

(2) The General Agent may solicit in the following territory: The State of 
California, but the General Agent is not granted the exclusive right to solicit 
business in said territory. Subject to the approval of the Company, the Agent 
may appoint sub-agents in such territory. 

(3) The Title of the General Agent under this contract shall be: Louis B. 
Saperstein, General Agent. 

(4) As full compensation for all services hereunder, as well as in full satis 
faction of all expenses incurred by the General Agent, the Company agrees to 
allow the General Agent, during his continuance as General Agent under this 
contract, commissions upon the net premiums paid to and received and accepted 
by the Company in cash upon business done by or through him under this 
contract. (“Net Premiums” being gross premiums received by the Company 
in cash, less the amount of premiums returned to the insured policyholders, 
for any reason, except payments made by the Company as retroactive rate 
credits.) Such commissions shall be payable in accordance with the Schedules 
of Group Insurance General Agent’s Commissions, which are attached hereto 
and form a part of this contract, and shall be payable to the General Agent 
as long as the Company retains the business, but such payments shall be subject 
to and contingent upon the General Agent’s continuance as General Agent or 
broker of record for the policy (ies) and applicable laws and rulings of Insurance 
Departments. 

(5) The General Agent agrees to furnish a bond in an amount and with surety 
satisfactory to the Company for the faithful discharge and performance of all 
duties and obligations of this contract. 

(6) This contract may be cancelled by either party hereto upon (350) days’ 
written notice to the other. In the event of fraud or breach of any of its condi- 
tions or provisions on the part of the General Agent, this contract may be can 
celled by the Company at any time thereafter by written notice effective im- 
mediately. Notice to the Company shall be delivered or mailed to its General 
Office at Oakland, California. Notice to the General Agent shall be delivered 
or mailed to his last address appearing on the records of the Company. 

In the event of the termination of this contract and provided the General 
Agent has promptly accounted for and paid to the Company all premiums and 
other monies collected or held for or on behalf of the Company and for which 
the General Agent may be liable, the records of the General Agent shall remain 
his property and be left in his undisturbed possession for his use. 

(7) The General Agent shall forward to the Company periodic reports showing 
all premiums collected and not previously reported and remitted, and a remit- 
tance shall accompany each report covering the total collections indicated therein. 
Such premium reports and remittances shall be transmitted to the Company not 
later than thirty days after the premiums are collected by the General Agent. 
The General Agent shall also render such other reports and keep such other 
records of business and accounts as the Company may direct. 

(8) The General Agent assumes responsibility for and agrees to pay to the 
Company all premiums, original, renewal, or otherwise, on policies issued through 
him, whether due on business written through brokers, local agents or otherwise. 

(9) The General Agent agrees not to publish or distribute any advertising, 
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circulars, or other matter referring to the Company, without first securing the 
Company’s approval. 

(10) No verbal agreement or representation concerning this contract or the 
General Agent’s relationship with the Company shall be binding on the Company 
unless reduced to writing and approved by the President or a Vice President of 
the Company. 

(11) All former contracts, agreements or understandings between the parties 
hereto relating to the business covered herein, if any, are hereby cancelled. 

(12) No assignment of commissions or benefits accrued or to accrue hereunder 
shall in any way be binding on the Company without its written consent. 

This contract shall take effect as of the Ist day of October 1953. 

CALIFORNIA LIFE INSURANCE COMPANY, 
By SuMNER C. HvassMAN, Vice President. 
Dated: February 15, 1954. 
Witness : 
O. F. Faris. 


Dated: February 9, 1954. 
Witness: Louis B. SAPERSTEIN, General Agent. 
W. H. MARSHALL. 
CALIFORNIA LIFE INSURANCE COMPANY 
Group Division 
SCHEDULE OF GROUP INSURANCE GENERAL AGENT’S COMMISSIONS 


The Company agrees to pay the General Agent the following commissions 
during the first policy year: 


Percent 
All Group Accident and Health Insurance Policies. .___- sic maeianeesiees 2 
All Group Life Insurance Policies_____-__--_-~~_ ‘i 2 


The payment of such commissions are subject to all of the terms and agreements 
of the General Agency Contract made effective October 1, 1953, and dated 
February 15, 1954, between the Company and the General Agent, Louis B. Saper- 
stein. This Schedule is attached to and forms a part of such General Agency 
Contract and becomes effective October 1, 1953. 

CALIFORNIA LIFE INSURANCE COMPANY, 
By SuMNER C. HvAassMAN, Vice President. 
Dated: February 15, 1954. 
Witness: 
O. F. Faris. 


Dated: February 9, 1954. 
Witness: Louis B. SAPERSTEIN, General Agent. 
W. H. MARSHALL, 





ExnuisiT 38—C 
CALIFORNIA LIFE INSURANCE COMPANY 
Oakland, California 
Group Division 
AGENT’S CONTRACT 


This Agreement made this 15th day of February 1954 between the California 
Life Insurance Company, a corporation, General Offices, Oakland, California 
(hereinafter called the Company) and Louis B. Saperstein, 1028 Broad Street, 
of Newark, State of New Jersey (hereinafter called the Agent) : 

WITNESSETH THAT: 
(1) The Company hereby appoints the Agent its agent for the purpose of 


procuring and transmitting applications for Group Accident and Health Insur- 
ance and Group Life Insurance in the Group Division of the Company, delivering 
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policies thereon, collecting and paying to the Company the premiums on the 
insurance so effected and performing such other duties as may be required by 
the Company, all in accordance with the Company’s Manuals, rate books and 
rulings in force at the time and specific instructions from the Company and 
not otherwise. 

(2) The Agent may solicit in the following territory : The State of California, 
but shall not have the exclusive right to do so. 

(3) As full compensation for all services hereunder, as well as in full 
satisfaction of all expenses incurred by the Agent, the Company agrees to allow 
the Agent, during his continuance as Agent under this contract, commissions 
upon the net premiums paid to and received and accepted by the Company in 
cash upon business done by him under this contract. (“Net Premiums” being 
gross premiums received by the Company in cash, less the amount of premiums 
returned to the insured policyholders, for any reason, except payments made by 
the Company as retroactive rate credits.) Such commission shall be payable 
in accordance with the schedules of Group Insurance Agent’s Commissions, 
which are attached hereto and form a part of this contract, and shall be payable 
to the Agent as long as the Company retains the business, but such payment shal! 
be subject to and contingent upon the Agent’s continuance as Agent or broker 
of record for the policy(ies) and applicable laws and rulings of Insurance 
Departments. 

(4) The Agent agrees to furnish a bond in an amount and with surety satis 
factory to the Company for the faithful discharge and performance of all duties 
and obligations of this contract. 

(5) This contract may be cancelled by either party hereto upon (30) days’ 
written notice to the other. In the event of fraud or breach of any of its con 
ditions or provisions on the part of the Agent, this contract may be cancelled 
by the Company at any time thereafter by written notice effective immediately. 
Notice to the Company shall be delivered or mailed to its General Office at Oak 
land, California. Notice to the Agent shall be delivered or mailed to his last 
address appearing on the records of the Company. 

In event of the termination of this contract and provided the Agent has 
promptly accounted for and paid to the Company all premiums and other moneys 
collected or held for or on behalf of the Company and for which the Agent 
may be liable, the records of the Agent shall remain his property and be left in 
his undisturbed possession for his use. 

(6) The Agent shall forward to the General Agent periodic reports showing 
all premiums collected and not previously reported and remitted, and a re 
mittance shall accompany each report covering the total collections indicated 
therein. Such premium reports and remittances shall be transmitted to the 
General Agent not later than thirty days after the premiums are collected by the 
Agent. The Agent shall also render such other reports and keep such other 
records of business and accounts as the Company may direct. 

(7) The Agent assumes responsibility for and agrees to pay to the General 
Agent all premiums, original, renewal, or otherwise on policies issued through 
him. 

(8) The Agent agrees not to publish or distribute any advertising, circulars, 
or other matter referring to the Company, without first securing the Company’s 
approval. 

(9) No verbal agreement or representation concerning this contract or the 
Agent’s relationship with the Company shall be binding on the Company unless 
reduced to writing and approved by the President or a Vice President of the 
Company. 

(10) All former contracts, agreements or understandings between the parties 
hereto relating to the business covered herein, if any, are hereby cancelled. 

(11) No assignment of commissions or benefits accrued or to accrue here- 
under shall in any way be binding on the Company without its written consent. 

This contract shall take effect as of the Ist day of October, 1953. 

CALIFORNIA LIFE INSURANCE COMPANY, 
By SuMNER C. HvassMAN, Vice President. 
Dated: February 15, 1954. 
Witness : 
O. F. Faris. 
Louis B. SAPERSTEIN, Agent. 
Dated: February 9, 1954. 
Witness : 
W. H. MARSHALL. 
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CALIFORNIA LIFE INSURANCE COMPANY 
Group Division 
SCHEDULE OF GROUP INSURANCE AGENT'S COMMISSIONS 


The Company agrees to pay the Agent the following commissions during the 
first policy year: 


Percent 
All Group Accident and Health Insurance Policies : 6, 
All Group Life Insurance Policies__- : Gl, 


fhe payments of such commissions are subject to all of the terms and agree 
ments of the Agent’s Contract made effective October 1, 1953, and dated Febru 
ary 15, 1954, between the Company and the agent, Louis B. Saperstein. This 
Schedule is attached to and forms a part of such Agent’s Contract and becomes 
t fective October lL, 1953. 
CALIFORNIA LIFE INSURANCE COMPANY 
By SuMNER C. HvassMAN, Vice President 
Dated: February 15, 1954. 
Witness: 
O. F. Faris. 
Dated: February 9, 1954. 
Witness: LOUIS 
W. H. MARSHALL. 


By. SAPEKSTEIN, Agent 


Mr. Faris. We canceled Mr. Saperstein’s contract as of June 3, 1954. 

Mr. Leece. For what reasons / 

Mr. Faris. The unfavorable publicity, and we were beginning to 
feel that he didn’t want anything to do with it. 

Mr. Lerce. Are you speaking “about his involvement with the New 
York authorities, 1 think ¢ 

Mr. Faris. Yes, that is the first time I had any knowledge of what 
Mr. Saperstein might be doing. 

Mr. Leece. One last question. 

| alluded previously to a Mr. DeBardas who went to Los Angeles 
to open up an agency for California Life. Did he at that time obtain 
an option giving him first crack at the stock of California Life ¢ 

Mr. Faris. Yes, sir; not for the-—— 

Mr. Leece. Why did he feel that was necessary / 

Mr. Faris. Well, he was advancing a large sum of money toward 
that—and he was a stockholder, and he felt that if he was going to 
develop large individual A and H business that we would give him 
a right that we wouldn’t be exchanging the company or anything; 
that he would be left without a contract or something. 

Mr. Leece. But he approved the sale of stock to Mr. Dooley in 
August of 19534 

Mr. Faris. Yes, sir. 

Mr. Lerce. Was his stock purchased at that time ¢ 

Mr. Faris. Yes, sir. 

Mr. Leece. I have no further questions. 

Senator DouGias. Senator Allott 4 

Senator AtLorr, Mr. Faris, you were asked previously if you had, 
during the year of 1950, attempted to borrow money from associates 
for your company to which you replied that you had not, and also that 
vou were not borrowing money at that time. 

Now, isn’t it true, Mr. Faris, that at that time the imsurance com- 
inissioner of California, Mr. Maloney, had expressed an opinion an 
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concern about the financial condition of your company and asked you 
to increase the capitalization or the capital structure of it? 

Mr. Faris. Well, he expressed the desire that the company increase 
its capital structure. You see, by that law, we had to have $100,000 
capital by 1957, and he thought that the California Life should, in 
order to grow like we should ‘do, should de ‘velop a larger capital and 
surplus. 

Senator Atiorr. Isn’t it a fact, Mr. Faris, that at this time your 
company was almost literally ope1 rating on a shoestring / 

Mr. Fans. Sir, that is not true from this standpoint : As you can 
see here, we may have been operating as a small company, but by build- 
ing slowly—you couldn’t build quic ‘Kly- the company was given a cer- 
tificate of authority each year under the State of California according 
to those laws, and as we stepped up—as the progress shows here, it was 
growing slowly. It was complying with all the laws and regulations 
of California under the ch: apter it was incorporated under, The com- 
pany had been making progress. . 

Senator Attorr. Who was the official from your company who 
testified in this case at the executive session besides yourself ? 

Mr. Faris. I don’t believe there was anyone, sir. 

Senator AtLorr. Was it Mr. Taranto? 

Mr. Faris. He was an official at one time. 

Senator AtLorr. Yes. You weren’t acquainted with his testimony 
at that time? 

Mr. Farts. No, sir. 

Senator Auxorr. I think that is all, Mr. Chairman. 

Senator Doveras. I have no further questions. Mr. Faris, would 
you like to ms ake a statement now ? 

Mr. Pickens. May we confer for a moment, please ? 

Senator ag rt. I would like to ey state at this time for the sake 
of Mr. Faris and the question which I asked him that Mr. Russell of 
Security Mutual testified on page 851 that Mr. Wickes did not leave 
them until the 28th day of August 1953. 

Mr. Pickens. Mr. Chairman, I believe that we will stand on Mr. 
Faris’ prepared statement, if it could be entered at this point. 

Senator Dovaeras. It has alre: ady been entered. 

Mr. Grirrin. That answers my question, Mr. Chairman. I just 
wanted to make sure his prepared statement was entered. 

Mr. Faris. Thank you. 

Senator Doveras. The Chair is not attorney for these gentlemen, 
but he could make a statement in this connection, pointing out certain 
things. I don’t know whether it is my function to do so or not. 

I had thought that you had mentioned the fact that you have now 
discontinued the 814 percent commission. Is that true? 

Mr. Faris. My statement says that it is absolutely commission free. 
I would like to read that. 

Senator Doveras. But that point, I think, should be emphasized. 

Mr. Faris. Yes. This case is commission free. 

Senator Dovetas. Is it also true that you have increased the 
benefits ? 

Mr. Farts. Yes,sir. My statement indicates that, sir. 

Senator Doveras. What dividends have you returned to the social 
security department ? 
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Mr. Faris. $495,000 for the first policy-year. I might add that we 
are recommending another 15 percent increase in benefits at the next 
security department meeting. 

Senator Doveias. The Chair mentions this because he thinks it is 
part of his function to bring out facts which are favorable, as well as 
facts unfavorable. 

Senator Atxorr. Are you still paying that 5 percent ¢ 

Mr. Farts. I am not familiar with the 5 percent. We do not pay 
the 5 percent. 

Senator Atiorr. You do not pay the 5 percent ? 

Mr. Farts. No, sir. 

Senator Doveias. Of course, I think it should also be added that 
Security Mutual would have paid larger dividends if they had re 
ceived the $900,000 which was intended for them, but which they 
did not get. 

Mr. Faris. I think that my statement, as you probably will read or 
recall, is a development of the case, and we feel that it compares rather 
favorably with the Steelworkers in relationship to the amount of 
premiums. 

Senator Doveias. Ido. I do have a desire to bring these facts out. 
I do think, however, that it was improper of you to be dealing with 
Mr. Wickes when he was vice president of Security Mutual. 

Mr. Pickens. Thank you, Mr. Cliairman, and members of the 
committee. 

Senator Dovaer.as. Mr. Taranto, will you come forward? 

Mr. Taranto, will you raise your right hand? Do you solemnly 
swear that the testimony which you are about to give will be the truth, 
the whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF ANTHONY J. TARANTO, ORINDA, CALIF. 


Mr. Taranvo, I do. 

Senator Doveias. Mr. Taranto, will you give your name, address, 
former connection with California Life / 

Mr. Taranto. Anthony J. Taranto, 5 Culver Court, Orinda, Calif., 
and I was vice president of the California Life Insurance Co. up to 
\ugust 6, the date that the stock was transferred. 

Senator Dove as. Mr. Leece? 

Mr. Leece. When did you first acquire that stock, Mr. Taranto? 

Mr. Taranro. The first block of it I acquired about August of 1948. 
Now, I am not sure of the date. 

Mr. Lercr. What were the circumstances under which you acquired 
that stock ? 

Mr. Taranto. Well, I had been out to Faris’ house for a visit in 
\pril and May of that year, and he impressed upon me the advantages 
of coming out to California Life. I declined. 

Later in May or June—I am not sure—his brother died. TI figured 
at that point there was a little less family, and being a widower with 
no real ties to keep me back East, I decided I would make the venture. 

I bought 2.000 shares of California Life common stock for $5 a 
share—-$10,000, and then I severed my connection back East. I was 
’n Oakland. I think, about October 8. I know I left New York 
October 1 and drove out. 

Mr. Leecr. Were you made an officer of the company at that time? 

Mr. Taranto. No, sir. 
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Mr. Lerece. What was your capacity at that time with the company ? 
In addition to stockholder ? 

Mr. Taranto. Well, I just came out to work. It was more or less 
understood that I would become an officer at any time I so desired. 

Mr. Leecr. But you became employed by the company at that time?’ 

Mr. Taranto, That is right. 

Mr. Leece. What was the general nature of the insurance business 
being carried on by California T.ife at that time and the volume? 

Mr. Taranto. The volume was rather small. I think in the year 
of 1948 we wrote about nine hundred thousand to a million dollars 
worth of insurance in total. 

Mr. Leece. What type of insurance was it? 

Mr. Taranto, Well, it was—they. had a group of policies, ordinary 
life, endowments, and term insurance. 

Senator Doveias. You mean the face value of the policies would 
only be about $900,000 to $1 million ? 

Mr. Taranto, That is right, sir. 

Senator Dovetas. The premiums, therefore, would be—— 

Mr. Taranto. They would run all over the lot—I won't say all over 
the lot, but they ranged from $1 a month on some policies up to say 
$100,000 conpon policy that could run as high as $42 a year. 

Senator Doveras. The premium business was relativ ely small? 

Mr. Taranto, That is correct. 

Senator Doveias. Premium receipts, I should say 

Mr. Taranto. That is correct. Premium receipts were small. 

Mr. Lercr. How long after you first became identified with this 
company was it before you learned that the stockholders were at- 
tempting to sell the company, to sell their interest in the company? 

Mr. Taranto. Well, it was rather involved. When they converted 
from a mutual company to a stock company, they enlisted the help 
of some other insurance men. And I didn’t know this fact until I 
got out there; but there was some dissatisfaction on the part of the 
gentlemen who had invested originally. And one of these stock- 
holders subsequently sold his stock. Another one held on to it, and 
he subsequently died of heart trouble. His widow held on to the stock. 

There was no—well, the gentleman who sold the stock sold it to a 
relative of Mr. Faris. At that point, there was no problem of contro! 
of the company going out of the, vou might say, small circle. 

Mr. Lerece. Was this small circle making continuing efforts to get 
rid of their stock ? 

Mr. Taranto. No. 

Mr. Lerece. When did that start ? 

Mr. Taranro. That started—well, might I mention who that small 
circle was? 

Mr. Leece. Certainly. 

Mr. Taranto. It was Mr. O. F. Faris, Mr. W. C. Rusk, Mr. Theo- 
dore Ruebling, and myself. 

Mr. Lerce. Mr. Rusk and Mr. Faris are still with the company and 
still retain a stock interest in California Life ? 

Mr. Taranto. They do, did you say? 

Mr. Leece. Yes. 

Mr. Taranto. After the sale of the company to Mr. Dooley and 
associates ? 

Mr. Leece. Yes. 
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Mr. Taranto. That is correct. But we four were the controlling 
interest. Around the end of January of 1943 was the first time that 
we talked of selling the company. 

Mr. Leece. You are speaking of 1953? 

Mr. Taranto. I am sorry; 1953. We dec ‘ided then at the end of 
January to sell the company. And I say “we” meaning the four of us. 

Mr. Leece. Did you feel that the company was in rather serious 

inancial straits at that time? 

Mr. Taranto. No, I did not fee) that. sir. At no time did I feel we 
were in financial trouble. I felt all the time that we had to operate 

close to the vest; but I never believed in spending money until we had 
it. And therein lies the cause of a lot of personal conflict between 
Mr. O. F. Faris and myself. 

Now, I might mention at this point that after I was there for about 
a vear, I myself was interested in getting out but I kept that to myself 
for the simple reason that when one is locked in a closed corporation, 
one doesn’t advertise the fact that he would be willing to sell his stock. 

Mr. Leece. Mr. Taranto, I would like to refer you to your testimony 
of March 19: 

Senator ALLorr. I would like to ask you one question, sir. And that is during 
all the time you were with the company, this company was in what you might 
call a precarious financial condition? 

Mr. TARANTO. Well, I didn’t think it was as precarious as Mr. Faris tried to 
impress upon me. 

Senator ALLorr. You were under constant pressure from the insurance depart 
ment of California for one thing or another, weren't you, and under constant 
pressure to increase your capitalization? 

Mr. TARANTO. I saw nothing in writing. 

Senator ALorr. Did you know that? 

Mr. TARANTO. I was being told constantly that they didn’t like the idea of us 
having as small a capitalization as we did have, I was constantly told that 

Senator ALtorr. You said yourself that there was never any money available 
to do any kind of promotional work. They were running so close to the line 

Mr. TARANTO. That is right. 

Senator ALLotr. So, my original statement is substantially right If you 
can’t even take money out to promote your business and increase it, you are 
certainly in a precarious financial situation, aren’t you? 

Mr. TARANTO. Well, I guess. I believe you are probably right. But I felt a 
little differently about it at the time. I felt we ought to get better control of 
the operation of the company and know where the money was going and why 
we were not making money. 

Senator ALLorr, You felt that the company was poorly managed 7 

ir. TARANTO. I definitely felt that. 

Mr. Taranto. That is correct. 

Senator Attorr. May I ask you before vou say anything: As of 
today, if those same questions were propounded to you, would you 
answer the same way / 

Mr. Taranto. Well, I would try to develop it a little further, Sena- 
tor, in regard to the precarious position. 

Senator Atvorr. All right. 

Mr. Taranto. May I do it now, sir? 

Mr. Lerecr. Yes. Go ahead. 

Mr. Taranto, The chapter under which California Life operates 
and the chapter I refer to is 9-A under the California Code—requires 
certain capital and surplus to operate. We were well within that 
requirement. They had a law which was a good one that limited the 
expenditures to 100 percent of the first year’s premium and 25 percent 
of all renewals. 
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Now, that limited the amount of money that we could spend. And 
therein lies what I felt was the precarious part of our business. We 
were naturally confined to a small amount of money with which we 
could deve ‘lop our business, Senator Allott. And that is the part that 
I would have developed. 

I didn’t realize it at the time I was speaking to you. But when | 
thought about it in the evening, I realized that I had not developed it 
far enough. 

Senator Atuorr. I have just one question. You did sell your stock ? 

Mr. Taranto. Yes, sir. 

Senator Atxorr. When ? 

Mr. Taranto. August 6, 1953. 

Senator Atvorr. Your stock was part of the stock of the trans- 
action that took place in Mr. Dooley’s office ? 

Mr. Taranto, That is correct, sir. 

Senator Atiorr. You received $8.25 a share for it? 

Mr. Taranto. That is correct. 

Senator At.orr. That is all I have. 

Senator Douveias. No further questions. 

Mr. Taranto, I want to say that you have been most cooperative in 
this matter. So far as I can see you have had no personal interest in 
the hearings at all. You have waited around for nearly a week. You 
have never asked us to call you in at an early date. ‘You have been 
most cooperative. We want to thank you and to express our apprecia- 
tion for what you have done which is in very sharp contrast to the 
experiences we have had with certain other witnesses. So, I wish to 
express my gratitude to you. 

Mr. Taranto. Thank you, sir. I think I have gotten a little educa- 
tion. 

Senator Doua.as. I would like to make part of the printed record 
at this point the statement of Mr. H. B. Wickes taken in San Fran- 
cisco, Calif., on Wednesday, March 23. That will be made a part of 
the printed record at this point. 

(The document referred to was marked “Exhibit 39.”) 


ExnHIBIT 39 


STATEMENT OF HAINES Boyp WIcKES, TAKEN AT THE PREMISES OF 150 FOoONTE 
BOULEVARD, APARTMENT 9-E, SAN FRANCISCO, CALIF., ON WEDNESDAY, MARCH 23, 
1955, at 10: 05 a. M. IN THE PRESENCE OF Mr. BLAKE E. TuRNeEr, STAFF INVESTT- 
GATOR, SUBCOMMITTEE ON WELFARE AND PENSION FuUNpDS; Mrs, Torntn, STENOG- 
RAPHER FOR Mk, Farts, CALIFORNIA LIFE INSURANCE Co.; AND D. E. RICHARDSON, 
CERTIFIED SHORTHAND REPORTER 


Mr. Turner. Shall we get started? 

Mr. Wickes. By all means. 

Mr. TurNer. Mrs. Tobin, you are Mr. Faris’ secretary? 

Mrs. Tosin. That is right. 

Mr. TurNER. I see. Now, I understand that you have been in telephone com- 
munication with Mr. Leece? 

Mr. WIcKEs. Yes. 

Mr. Turner. And also that your doctor has talked to him? 

Mr. Wickes. Yes. Would you like to see copies of their certificates? 

Mr. TurNeER. No, sir, it is not necessary. I understand that at the time you 
were subpenaed, either you or your physician advised of your condition and the 
fact that you couldn’t travel? 

Mr. Wickes. I advised, as a result of telephoning my physician who stated 


that it would be possibly risking my life if | were to make such a trip at this 
time. 
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Mr. Turner. Yes, sir; I understand. Of course, it is regrettable that you are 
in that condition and the committee has no intention of inconveniencing you or 
making things uncomfortable. 

Mr. Wickes. I would like to say right there that I have had a lot to do with 
this case and there was a source of really seriously and honestly deep regret to 
me not to be able to go to Washington to testify because I would have liked to 
and I think you will recall when you were out here before, Mr. Turner, that | 
and the others as well, but speaking for myself, cooperated as fully as we possibly 
could with you when you were investigating the situation 

Mr. Turner. Well, at any rate, the chairman directed, as a result of these 
executive hearings and the testimony developed through them that someone 
from the staff come out and interview you, take a transcription of the interview 
for the purpose of returning the transcription and entering it in the record 

Mr. Wickes. Right. 

Mr. TurRNER (continuing). Of public testimony. This is based on your knowl 
edge of the entire matter as formerly being affiliated with Security Mutual Life 
Insurance Co. and latterly with California Life Insurance Co. and I have worded 
the questions, or will word the questions, from the point of view that you are 
hearing them for the first time as if it were in a hearing rather than based on 
something that has gone on before and where any obvious conflicts occur, if any, 
between what you tell us and what has been developed through the testimony, 
I may generally apprise you of that fact—— 

Mr. WicKeEs. I see. 

Mr. TuRNER (continuing). For the benefit of everybody. Now, I would appre- 
ciate it, Mr. Wickes, if you would confine your answers to the specific questions I 
ask insofar as possible and so we can dispense with this thing as fast as we can 
for everybody's benefit. 

Now, if you care to make any general statements, sir, either now before we 
start or at the close of this thing, well, feel free to do so 

Mr. Wickes. Well, since I don’t know what your questions will entail would 
it not be better to leave any general statement until the close? 

Mr. Turner. All right, sir, just as you prefer. 

Questions by Mr. Turner: 

Question. Now, Mr. Wickes, could you state your full name and residence, 
please, sir? 

Answer. Haines, H-a-i-n-e-s, Boyd, B-o-y-d, Wickes, W-i-c-k-e-s, 150 Fonte 
sjoulevard, Apartment 9—-E, San Francisco. 

Question. And what are your present business affiliations, Mr. Wickes? 

Answer. I am a consulting actuary with offices at suite 335, 111 Sutter Building, 
with Mr.—with the Herman A. Zischke, Z-i-s-c-h-k-e, organization and I have 
as clients—let’s put it this way, my most important clients are the California Life 
Insurance Co., for whom I am a consultant and the social security department of 
the Laundry Workers International Union. 

I worked on pension plans and other matters of that kind and have done some 
thoroughly important work for Zischke and also for myself since I have been in 
California. 

Question. Now, sir, you were formerly vice president, I believe, of Security 
Mutual Life Insurance Co.? 

Answer. That is correct. 

Question. Of Binghamton; and how long were you employed in that capacity? 

Answer. From July 1, 1941, until September—I can’t give you the exact date, 
September 1953. I resigned from Security Mutual early in August 1953, gave 
them a month’s notice. 

Question. Now, during the time you were there, Mr. Wickes, were you in 
charge of that company’s group insurance department? 

Answer. My position in the Security Mutal as vice president was second in 
command to the president and as such I had principally control over actuarial, 
underwriting, group, pretty nearly everything you can say except investments 

Question. I see. 

Answer. Yes. 

(Whereupon there was an interruption due to the telephone ringing.) 

Mr. Wickes. Would you care to answer that, Mrs. Tobin, and take a message 
if you possibly can, unless it is something very important? 

(Whereupon Mrs. Tobin left the room to answer the telephone. ) 

Mr. Wickes. Could I interpolate here, that I am a fellow of the Society of 
Actuaries? 
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Mr. TurNER. Yes, sir. 

Mrs. Tosin. Mr. Wickes, I am sorry. Someone wishes to speak to you. It is 
important. 

Mr. Wickes. Will you excuse me? 

Mr. TurNer. Certainly. 

(Whereupon Mr. Wickes left the room to speak on the telephone. ) 

Mr. Wickes. All right; just off the record for a moment. Let me ask this 
question: Would it be of any value if I were to mention the fact I have been in 
various communities and held various positions in the insurance industry for 
that kind of thing? 

Mr. TurNeR. We are more interested in the present affiliation, Mr. Wickes 
as to your qualifications I think they speak for themselves. 

Mr. Wickes. O. K. 

Mr. TurNer. You are very well Known. 

Mr. Wickrs. Thank you. 

By Mr. TURNER: 

Question. For the purpose of clarification, were you the official at Securit) 
Mutual responsible fur the group department’s operations? 

Answer. In conjunction with what is known as a group committee which con 
sisted of myself as, I suppose, chairman, although we didn’t have any official 
chairmen of committees, the actuary, Mr. Graham Thompson, Mr. George Miller 
who was the actuary looking after the routine matters in the group department, 
Mr. Russell as ex-officio, in a sense. 

Question. He is the president of the company? 

Answer. Yes. And every now and then attended our meetings. 

Question. Well, the committe has been advised that, whether or not it was 
on an organizational basis I don’t know, but for all practical purposes you ran 
the group department? 

Answer. Under the president. Anything that was done of any importance was 
always discussed with him. 

Question. Yes, I see. Well, then, you were in the capacity you have described 
in 1950 when the Laundry Workers International Union welfare fund policy 
was placed with the company; is that correct? 

Answer. That is correct. 

Question. Could you describe, Mr. Wickes, the circumstances with which 
this policy was placed with Security Mutual, as you best recall? 

Answer. It is a little difficult to remember all of the details going back a 
period of 4 years, but as I recall it, Saperstein suggested that we—Security 
Mutual, that is—— 

Question. Would you identify Saperstein, please? 

Answer. Let me finish this sentence [continuing] requested that we be 
interested in the case. Now, in what way do you want me to identify Saperstein? 

Question. Well, is he an agent of the company? 

Answer. He was an agent of the company who had placed several large group 
cases with the company prior to that time. 

Question. I see. Did he request the company to submit a formal written bid 
on this case? 

Answer. At the outset the group committee and myself decided that we 
were not interested in the case for the reason that the oecupation is a sub 
standard one and we knew there was a large percentage of female personne! 
in the laundry industry. There were, as I recall it, several telephone conver 
sations with respect to this case and Saperstein came to Binghamton—lI can’t 
tell you the date, but prior to the inception of the case, in any event, and dis 
cussed it with several of us, myself, Mr. Russell, let’s say principally, I think 
Mr. Manwaring was in on it and others on the group committee as well and after 
quite a bit of consideration we thought that the business could be accepted pro 
vided that the policy was so written as to give protection against the large pro- 
portion of females in the case and on that basis rates were prepared and the 
first part of the Laundry Workers case was right here in San Francisco, Local 
26, I think it is, and that was put into effect, as I recall, in April 1950. 

Question. Well, to your knowledge, Mr. Wickes, did the company ever submit 
either a comprehensive plan in writing or a formal bid on this case? 

Answer. Generally speaking, I don’t thing that we, as a company. did too 
much in preparing formal bids at that stage in the operations of the group 
department, which was then relatively new. I am sure, however, that the agent 
was advised in detail of the cost of so much per day for hospital benefits and 
so much for medical and surgical benefits and so on. 
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Question. In other words, the probability is that the agent explained all this” 

Answer. I was about to explain that particularly in respect to Sapersteins 
business he understood the group insurance business quite well, we would de 
pend upon him to make the necessary quotation a 

Question. Did it appear to you that Saperstein controlled this insurance policy 
that is the placement of the policy 

Answer. Not——— 

Question (continuing). To such an extent that he could put it with any com- 
pany that he wanted? 

Answer. No, I don’t think so at all. Asa matter fact, I think if we had turned 
it down that would have been the end of it—-Security Mutual when I say “we’ 
in that instance, please. 

Question. Well, would it—it would have been the end of it, as far as you were 
concerned ? 

Answer. Yes, but I didn’t even get the impression that Saperstein himself 
cared too much as to whether this particular case was placed or not. I think 
he recognized that it was a substandard case. We felt that there were detinite 
hazards in writing the business from an underwriting standpoint and, if I may 
interpolate something here, I have been amazed at the experience of the case 
from a claims standpoint since that time. 

Question. It has been good, I understand? 

Answer. So much so that I have some figures here indicating that if the case 
vas now placed, let’s say, with another carrier at normal rates the rates of pre 
mium that we are now charging for the benefits now in effect would be aproxi 
mately 50 percent of what a carrier would normally charge. 

Question. Is that right? 

Answer. I think one reason for that is the fact that the benefits, on account 
of the relatively low premiums, have never been so large as to, shall I say, Create 
ul invitation to the members insured to take advantage of the plan because 
there is not enough in the—to make it worthwhile to malinger and that sort 
of thing. ; 

Question. Now, Saperstein was the agent for Security Mutual on this policy : is 
that correct, Mr. Wickes? 

Answer. Yes. 

Question. Do you recall an incident which occurred in February 1950, at which 
time Saperstein called the company, or spoke to one of its officials, and indi 
cated that Security Mutual could have a policy if the company wanted it? 

Answer. Quite frankly, I don’t recall any such incident. It might have 
happened. 

Question. We are trying to establish whether or not, in effect, he called the 
company and indicated that the policy could be placed there on certain conditions 
such as a commission rate, service fee? 

Answer. The commission rate was automatically set because Saperstein had 
several other cases with Security Mutual and his commissions had always been 
on the same basis. 

Question. What were those commissions, Mr. Wickes? 

Answer. Generally 10 percent of the regular gross premiums or if, as at that 
time, we were making a 5 percent premium reduction his commission was—] 
think IT can remember it—-10.524, approximately. In other words, the amount 
obtained from dividing 95 into a hundred. 

Question. Yes, I see. Now, I think you indicated that the effective date of 
this insurance contract was April 1950, and started out with local 267 

Answer. That is my recollection. 

Question. Here in San Francisco? 

Answer. Uh-huh. 

Question. Now, after Security Mutual became a carrier of the policy were 
you also engaged as a consulting actuary to the social security department, Mr. 
Wickes? 

Answer. That is correct. 

Question. And did you receive salary in that capacity? 

Answer. A fee of $1 a year. 

Question. Did you feel at that time, Mr. Wickes, that you could act for both 
the policyholder and the company without a conflict of interests? 

Answer. This is a case, a rather unusual case, where I felt that the precau- 
tions taken in the underwriting at the outset would probably result in a reason- 
ably satisfactory experience. However, I did feel that it was a case that should 
he watched carefully and that proper attention should be given to the actual 








704 WELFARE AND PENSION PLANS INVESTIGATION 


experience of the business so as to see what could be done with it. I don’t see 
any conflict of interest in trying to help people to make a success of a rather 
unusual plan, particularly when you are dealing with people like laundry 
workers. 

Question. Well, then, as a consulting actuary, did you advise then generally 
on the insurance portion of this thing? 

Answer. From time to time I attended the trustees’ meetings and I would 
suggest to the trustees, for example, as I recall it, in December of 1951, an 
increase in the death benefit from $500 to $750 was made. I may not have that 
data right but that is my recollection and I recommended that because I felt 
that the way the case was going, from a standpoint of the experience on the 
hospital and accident and so forth part of the business on the one hand, which 
was satisfactory, and the fact that the funds of the social security department 
were growing rather rapidly, made it possible for them to go that far. 

Question. Yes—— 

Answer. That it made it safe as a result. 

Question. Well, as the consulting actuary of the social security department, 
did you feel it your responsibility to inform the trustees of Security Mutual's 
rather high retention rate which has been figured at approximately 27 percent 
on that policy? 

Answer. I think that I carried out that responsibility by advising the trustees 
that retention of Security Mutual was at the inception set at the 7.5 percent plus 
commissions and taxes paid. : 

Question. Then you did inform them of this retention? 

Answer. Well, I think that I have answered the question along the lines that 
I have just mentioned. 

Question. Did you also advise them of the commissions being paid to Saper- 
stein as the agent on this case? 

Answer. No, I did not. At the inception of the case, do you mean? 

Question. Yes. 

Answer. No. 

Question. Well, as their actuarial or their consulting expert, didn’t you feel 
that obligatory on your part to do that? 

Answer. I see no reason why. Perhaps I should interpolate at this point that, 
insofar as Security Mutual’s operations were concerned, one reason for the 
what now appear to be high commissions paid to Saperstein was because, in 
trying to build from scratch a group department it was felt by Security Mutual 
that by having an agent who would perform the functions of building a case, 
doing a great deal of the working that would normally be formed during the 
group writing of a large company through the group offices where you have 
salaried staff, rental, and other overhead expenses, was a cheaper and perhaps 
a more practical method for a relatively small company such as Security Mutual 
than attempting to and risking the relatively large amount of money that would 
be involved in setting up group offices in various large centers. As a result 
Security Mutual was able to build a large inception set at the 7.5 percent plus 
commissions and taxes paid. 

Question. Then you did inform them of this retention? 

Answer. Well, I think that I have answered the question along the lines that 
I have just mentioned. 

Question. Did you also advise them of the commissions being paid to Saper- 
stein as the agent on this case? 

Answer. No, I did not. At the inception of the case, do you mean? 

Question. Yes. 

Answer. No. 

Question. Well, as their actuarial or their consulting expert didn’t you feel 
that obligatory on your part to do that? 

Answer. I see no reason why. Perhaps I should interpolate at this point 
that, insofar as Security Mutual’s operations were concerned, one reason for 
the what now appear to be high commissions paid to Saperstein was because, 
in trying to build from scratch a group department it was felt by Security 
Mutual that by having an agent who would perform the functions of building 
a case, doing a great deal of the working that would normally be formed dur- 
ing the group writing of a large company through the group offices where you 
have salaried staff, rental, and other overhead expenses, was a cheaper and 
perhaps a more practical method for a relatively small company such as Se- 
curity Mutual than attempting to and risking the relatively large amount of 
money that would be involved in setting up group offices in various large cen- 
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ters. As a result Security Mutual was able to build a large volume of group 
premium income and you mentioned a retention of 2744 percent, I would refer 
you to, oh, publications such as the Spectator, August Index, and so forth, with 
respect to companies that have started in the group business within recent 
years, large companies, and I think you will find that their expenses, on an over- 
all basis, were every bit as great as Security Mutual's. 

(Question. Well, how does this—— 

Answer. Furthermore, I don't know where you get your 274% percent figure 
from, but it seems to me it is a little high. 

Question. It was established through figures, Mr. Wickes. 

Answer. Well, my recollection is that our original dividend formula in this 
case Was to have been commissions paid—the premiums received less claims 
paid, paid-in claims reserves less commissions paid, less taxes paid, less 744 
percent. 

Question. Well, how does the 10 percent annual commission which Saperstein 
got compare with the usual group commission on a case of that size? 

Answer. It is much higher, but it must be remembered in that connection 
that the usual group commission can be paid to an agent or broker who may do 
nothing more than merely introduce the case to the company concerned; the 
work itself being done by the group specialists in the field who are paid on a 
salary by the home office and who will undertake to travel, contact, and do 
all the other necessary things that are concerned with the building up of a group 
cause. 

Question. But the point is that you did not inform the trustees prior to the 
inception of this case of the commissions which Saperstein would receive; is 
that correct, sir? 

Answer. That is correct. In fact, I doubt if I even met the trustees—well, 
wait a minute—I don’t know. Anyway I will answer the question that way. 

Question. Did you advise the trustees either at the beginning of this case or 
in the early stages of it, of the service fees paid to KE. C. James or the additional 
slight commission paid to Saperstein over and above his 10 percent? 

Answer. Well, the additional commission paid to Saperstein was figured on 
the basis of 10 percent of what would normally have been the gross premium, as 
I explained earlier. 

Question. That was 5 percent——— 

Answer. It wasn’t an extra commission, it was intended to be 10 percent of 
the normal tabular premiums and since a 5 percent reduction in such premiums 
was made in the commission he received of 10.52, which actually would have 
worked out at 10 percent on a level premium basis. 

Question. Of course, had those commissions been less it would have worked 
out to the benefit of the policyholder 

Answer. (interrupting). [ think you must also bear in mind, Mr. Turner, that 
had the commissions been less the service would also have been less and the 
Security Mutual would have had offices with large overhead. Those would have 
been charged on a pro rata basis against the case. 

Question. Well, of course, a lot of this administration was being done by the 
locals on this 5 percent premium reduction basis? 

Answer. Thatis true. I wasn’t thinking of that angle of it at all. You build 
a case by means of selling and it is my understanding that Saperstein traveled 
the country from coast to coast visiting locals, discussing the plan with employers, 
with the members of the locals, and so forth. I think, started from scratch with 
local 26 where the premium was probably about 2,500 a month and a case just 
doesn’t grow if somebody doesn’t tend it and look after it. 

Question. Well, of course, in the 1949 convention it was stipulated that a na- 
tional plan would be organized and that each local as it could come into the 
picture would do so? 

Answer. That is true. 

Question. There was a computation factor? 

Answer. That is true, but since each local, as I understand the situation, has 
economies individually and as evidenced, you still have two of the biggest locals 
appear in Portland and up in Seattle who have never entered the plan and while 
I have never been told definitely nor do I know from personal knowledge how big 
this international is, it is my understanding that even at this time we haven't 
covered more than a certain portion of the members, let me say. 

Question. Well, to get back to my specific question ; did you advise the trustees 
of the service fees paid to E. C. James on this case, Security Mutual ? 

Answer. No. 
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Question. Would you state why, sir? 
Answer. Why? It never occurred to me. 

Question. Well, wouldn’t that represent money which might better have gone 
to the beneficiary in the form of dividends or higher benefits? 

Answer. After the case had been in force for some months, as I recall, repre- 
sentations were made by James and I suppose others through Saperstein that this 
was a poor international, that it was doing its best to make its program success 
ful, and was incurring a great deal of expense. As I recall it, Security Mutual! 
has on file a copy of the international’s income-tax return. 

Question. That is correct. 

Answer. And certain other information which was felt to be justification for 
the payment of sums which would otherwise had been paid out by Security 
Mutual to, let’s say, salaried employees who would have performed the functions 
that the international certainly did help to perform in this particular case. 

Question. Well, did you feel, Mr. Wickes, that they were being paid for some 
thing that the international would have ordinarily done anyway? 

Answer. That is a very difficult question to answer. When it comes to a ques 
tion of money, that is particularly true, I would say from my experience with a 
poor union like this; it is always a question as to whether people will do things 
and will put much into it if there is no pecuniary amount involved and in that 
connection I think it is very important to bear in mind the fact that—I am 
sorry—the overall program of Security Mutual at the time that I am speaking of 
was to try and build a fairly substantial premium income without doing as 
most other companies have done and that is establishing offices in various centers 
with a resulting comparatively high overhead expense. In other words, we 
wanted to pay on the basis of results performed rather than go out and establish 
an office in Chicago, another one in Detroit, another one in Cleveland, and so 
forth, which would have been expensive and perhaps somewhat risky for a com- 
pany as growing as Security Mutual was at that time. 

Question. Of course, this wasn’t necessary since the locals were performing 
the administrative claims work for you and for which they were being allowed 
a 5 percent premium reduction? 

Answer. Well, the work that is being performed in a local group office, so far 
as claims is concerned, doesn’t represent more than a small comparative percent- 
age of the cost of maintaining the—the cost of a group office, the costs of main- 
taining a group office consist of having group experts who are paid salaries, 
your stenographic help, your rental, and your constant search for new business 
by contacting brokers and that sort of thing. 

Question. Well, regarding these payments to James, Mr. Wickes, was there 
any oral arrangement between you or any other official of the company and 
James concerning these payments prior to the time that they began? 

Answer. Not that I recall. 

Question. When did you first learn of them? 

Answer. I can’t remember when they started. I know it was some months 
after the inception of the case and that the matter, as I recall it, was brought 
up to the company by Saperstein and that—-what was considered by the man- 
agement of Security Mutual a good case was made for the payment of this 
amount of money which was definitely to reimburse expenses which, as I recall 
it, were estimated to equal a hundred thousand dollars a year incurred by the 
international in working on this case, promoting it, trying to build it up, and so 
on. Now, that the case has been built up, perhaps a person could say, “Well, that 
is easy. It just—it just grew, it just came about,” but I don’t believe such was 
the case. I believe a great deal of time and effort was put into it in order to 
build it up to the point that it now is. 

Question. But Saperstein was the initiator in this original——— 

Answer. Definitely. 

Question (continuing). Arrangement; is that correct? 

Answer. That is correct, insofar as payment to James is concerned, I think it 
should be understood these were not intended to be payments to James in any 
way, shape, or form. They were merely made to him in his capacity as secretary- 
treasurer in the international union and it is my understanding all checks were 
endorsed on that basis and that money was to be a part, shall I put it, of the 
international’s income or the international’s treasury. 

Question. Well, were these payments, Mr. Wickes, made with a condition of 
any kind? For example, was it ever indicated to you or the company that if 
these payments were not made the policy would be taken from the company ? 
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Answer. Absolutely not. 

Question. Nothing of that sort? 

\nswer. Absolutely not. Not as far as I know. 

Question. Do you recall the original letter which was directed to the com- 

ny by James requesting these payments? 

\nswer. I am sorry, I don’t. I have been trying to think about that I wisl 
[| had my old files here and I could answer your questions easily but I imagine 

hose letters are on file and 

Question. Well, do you recall vaguely that he set out the bases 

Auswer. Yes. 

Question (continuing). For asking for this payment? 

{nswer. And I think we replied and asked for further information and it 
seemed to me that one of our requirements were, as I mentioned a little earlier 
io request the copy of the income-tax return of the international so that we would 
have an idea as to whether they really bad a lot of money or if they—-I am not 
expressing myself very well. 

Question. In other words, whether there was a definite 

\nswer. Yes. 

Question. (continuing). Basis? 

Answer. Yes, definite basis for the request that was made 

Question. Do you recall a letter directed to the Security Mutual by Sol Cilento, 
that first name is S-o-l and then C-i-l-e-n-t-o, some 9 months prior to the time 
James wrote you a letter in which Cilento also asked for a monthly payment 
to that internatienal which was a distillery workers, on the same general basis 
which James outlined? 

Answer. Yes. I can’t recall the exact terms of the letter but I am sure such 
a letter was written because I know an arrangement had been made to make a 
similar payment to the Distillery Workers Union. That arrangement was dis 
cussed and on one occasion, at least by Mr. Manwaring, Mr. Saperstein and 
myself in New York with Mr. Cilento we reported back to the home office 
after the discussion. It was following that discussion that the discussion and 
the information that was furnished—that is as I recall—in writing, that pay- 
ment was granted. 

Question. Was there any similar discussion between you and Manwaring or 
anyone else and Saperstein with James concerning his 

Answer. (interrupting). I can’t recall any, Mr Turner. My recollection of 
that transaction is that Saperstein made the request and made a strong case 
and that we took the matter up, got the further information, and that was ac 
cepted, As far as I am concerned, I feel sure that there never was any discus- 
sion with James on the subject. There was, however, with Cilento, between 
Manwaring, myself, Saperstein, and Cilento. 

(QJuestion. I see. 

Answer. And in that connection I would like to interpolate that the amount 
that was requested by Cilento was very largely in excess of the $30,000, felt 
that a great deal more than that should be allowed to the union for the work 
they were doing. 

Question. He felt that more should be allowed? 

Answer. Considerably. 

Question. But Security Mutual would not go along with it; is that right? 

Answer. No, that is right. 

Question. Mr. Wickes, a comparison was made between the two letters directed 
to the company by Cilento and James, bearing in mind that they were some 9 
months apart, and from 2 different individuals. These letters contain three 
paragraphs which are practically identical. Do you have any opinion, sir, as to 
the reason for that? 

Answer. Well, frankly, I had not noticed it and did not know of it until you 
mentioned it at this moment but I would rather not express an opinion on the 
matter, I know I had nothing to do with the preparation of the letters, if that 
is what you are getting at. 

Question. You had nothing to do with them, and you have no knowledge of 
that—— 

Answer (interrupting). Certainly had no idea that the two letters were prac- 
tically the same, as far as I can recall now. Of course, we might have looked 
up the old file, but I certainly don’t—I guess I would have thought it funny if the 
letters had been exactly identical. 

Question. I would, too. 

Answer. It is not very smart, shall I say? 


708 WELFARE AND PENSION PLANS INVESTIGATION 





Question. Now, subsequent to the initial payment to James which I think 
was some $30,000——— 

Answer. What do you mean, “the initial payment’’? 

Question. On this $2,500-a-month fee to the International for reimbursement 
of expenses which they incurred. 

Answer. Oh, you mean it was dated back? 

Question. Yes, it was retroactive. ‘ 

Answer. I am beginning to remember that—the case. Yes, go ahead. 

Question. Well, my question is this: In your letter, in which that first pay- 
ment was sent to him, you stipulated that you would reserve the right—that is, 
the company would reserve the right, at that time, to verify the expenses for 
which he was being reimbursed $2,500 a month, on behalf of the union. Did you, 
at any time, exercise that right? 

Answer. Not that I recall. 

Question. Did you demand an accounting of any sort from James from the 
time that things started? j 

Answer. I don’t recall that we ever requested such an accounting. We were : 
pretty busy at that time and I don’t think the matter was brought up by myself, 7 
or anybody else. I wish we had, now. 

Question. Do you recall what total was paid to James under that arrangement? 

Answer. I couldn't tell you without looking up the actual records in Security. 
I can tell you, however, that it was terminated following discussions held, as I 
recall, by Mr. Russell and myself, of the New York insurance department, with 
respect to payment of Security’s fees, on all Security Mutual’s business, and I 
can’t tell you the date of that either, but I think it was probably around April 
1953, March or April, 1953, would that be right? 

Question. Well, they actually were discontinued in September of 1953. 

Answer. They were? 

Question. Do you recall a duplicate payment being made in one month to 
James where he—— 

Answer (interrupting). Once the thing was set up, the whole thing was han- 
dled by the accounting department. I mean, once the routine was set up. 

Question. Then you had no more to do with it? 

Answer. No. 

Question. Then you do not recall a duplicate payment being made? 

Answer. No. Was there a duplicate payment made? 

Question. Yes, sir. 

Answer. By mistake or——— 

Question. Apparently. Now, I think you stated, I am not sure, at this point, 
that you did not inform the trustees of these monthly payments to James, is that 
correct, sir? 

Answer. That is correct. Are you getting this all right, Mrs. Tobin? 

Mrs. Tospin. Uh-huh. Take just a little more time. 

Mr. WicKEs. Okay. 

By Mr. TURNER: 

Question. Now, you have mentioned, Mr. Wickes, that there was an arrange- 
ment between the company and the social security department, whereby the 
latter was allowed a 5 percent reduction in premium in exchange for adminis- 
trative work performed in the various locals regarding claims? 

Answer. That was merely a pattern that was being set up—that had been ; 
set up, I should say, where it was obvious that the amount of work that Security 
Mutual would have to perform in connection with a given case would be less 
than would be the case, let us say, with respect to a case where it would—would 
be not—where the administration would be—have to be carried out entirely 
by the company. 

Question. Did Saperstein direct that this arrangement be made prior to the 
time this policy was placed with Security Mutual? 

Answer. I don’t think so. I think it was taken for granted, because there 
had been quite a number of other policies that had been issued by Security Mu- 
tual that also had this 5 percent reduction in effect. Actually, the pattern was 
set when the distillers case was first written by Security Mutual, which was 
Saperstein’s first large account with the company, and the reason for this whole 
setup of the pattern is that the—at that time the Union Casualty Co., now the 
Union Casualty Co. of New York, formerly had the distilleries case, were for- 
merly paying Saperstein a 10 percent commission and were paying 5 percent 
to the social security department, I think it was, of the distillers. At least, 
they were paying 5 percent to somebody in connection with that particular case, 
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and the experience on the distillers case had not been too good. Mr. Hausehild 
(spelling) H-a-u-s-c-h-i-l-d, went down to the office of that social security de 
partment, looked into it, and came to the conclusion that it might be possible 
with certain changes in recoverage, to write the business satisfactorily. 

Question. I see. 

Answer. As I recall it, the Union Casualty was supposed to have lost money 
on the case, and that was what set up this pattern, so the 10 and the 5 were set 
up, the only difference being they refused to pay the 5 percent on behalf of 
Security Mutual. Let me put it this way, when | got back to Security Mutual 
and we discussed as to whether we would take the distillers case or not, I sug 
gested instead of paying the 5-percent administration fee it would be better to 
make a 5 percent in premium and that was done, so then you had the situation 
in Which in the large group cases, where you were dealing with a social security 
department, that was being run as a separate entity, the reduction was made 
in the premium, and in some smaller cases, where the work was being done, 
let’s say, in a small local union and the girl was putting half time on this and 
half time on that and so forth, then a payment of 5 percent would be made with 
the same idea in mind to reimburse for the work that was being done. 

Question. Well, it is correct to state then, that the 5-percent arrangement was 
not something that Saperstein demanded in order to place a policy but it was 
something Security Mutual offered in connection with the overall plan? 

Answer. That is so, just like a rate schedule, as far as that goes, and in that 
connection the companies, for example, I was looking over a very large com 
pany’s rate recently, and they have a great scale of reduced premiums which 
go as low as 1 percent and I think, goes up as high as 20 percent of the premium, 
depending upon the size of the case and the functions that are performed by the 
policyholder. 

Question. Mr. Wickes, minutes of a meeting of the trustees, social security 
department, of October 1951, reflect that the trustees requested Seeurity Mutual 
to discontinue this 5 percent premium reduction arrangement because of the 
fact that they felt that it was unsatisfactory and that it was discontinued be 
tween March 1951 and October 1951, at their request ? 

Answer. I don’t understand it, and I don’t see how that could possibly have 
happened. Since the basic rates were worked out by computing, let’s say, a 
gross rate of $4 and deducting 5 percent from the $4 and thereby producing 
$3.80, how could you possibly change the policy, and 1 am sure no such change 
was made by Security. 

Question. Well, the minutes indicate that. 

Answer. Well, the minutes of the trustees may indicate it, but I don’t think 
it would be possible for any such thing to be humanly accomplished. 

Question. Well, the minutes indicate that during the period Security Mutual 
handled this 5-percent payment, apparently, directly to welfare deputies, in the 
various locals. 

Answer. I can’t believe it, and certainly I don’t reeall anything about the 
Security Mutual—you say made payments of 5 percent of the gross premium to 
deputies and so forth? 

Question. I think that is 

Answer. I think you have been misinformed. 

Question. Well, the minutes indicate that. 

Answer. Well, as a matter of fact, I never read the minutes, or have seen 
the minutes of the trustees of the social security department. I have not been 
that close to the counsels. I am not a member of the board of trustees myself. 

Question. No, I know that. 

A. (continuing). And I don’t care what their minutes said. I don’t see how 
such a thing could have been done. It might haye been done, but if so, it was 
done entirely without my knowledge and I am inclined to question it. I don’t 
see how it could have been done. 

Question. Well, that is what I was trying to find out. 

Answer. Frankly, it sounds to me as though some misinformation of some 
kind there, so far as your records are concerned, no matter what the records 
of the minutes of the trustees may say. 

Question. I don’t understand what you mean. We examined the minutes and 
they—that is what they reflect. 

Answer. I haven’t seen the minutes. I am trying to put the matter to you 
as a practical standpoint here, to take one particular—let’s say that the premium 
called for, for that class is $3.80 a month and that $3.80 is obtained by having 
originally had a $4 gross rate reduced by 5 percent. Do you follow me? 
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Question. Right. 
Answer. Well then, so far as the policy contract itself is concerned, $3.80 
became the rate for that policy. 

Question. That is right. 

Answer. And $4 is never paid or should never be paid to the insurance com- 
pany. It gets $3.80 per. 

Question. That is right. 

Answer. Now, I can’t see how Security Mutual would have suddenly turned 
around and accepted the $4 and then paid out——— 

Question. That is what I was trying to bring out, to find out what you know 
about it. 

Answer. Well, to me, if that happened, I just don’t understand it and I—I— 
if I may express an opinion, I question very much whether it did happen. 

Question. Well, at that time—we will get to this later in more detail, but at 
that time, the premiums were being routed through Saperstein——— 

Answer (interrupting). They were always collected by Saperstein. 

Question. Not always. They didn’t start collecting them through him until 
March 1951 and prior to that they were paid directly. 

Answer. Is that so? 

Question. Yes, sir. 

Answer. Well, I thought he had collected them right from the start. 

Question. Now, of course, this is conjecture, since you know nothing about 
its having happened at Security Mutual, but it is possible that he himself may 
have paid these welfare deputies out of his own agency during that period. 

Answer. Why would he do that? 

Question. Well, the trustees, according to the minutes, said it was unsatis- 
factory and they, again according to the minutes, they said that Security Mutual 
should henceforth take over this payment. 

Answer. Well, I am quite sure that social security—that Security Mutual 
wouldn’t have agreed to any such thing. 

Question. But at any rate, you don’t recall this—— 

Answer (interrupting). Not at the moment, no. 

Question (continuing). Particular incident at all? 

Answer. No, I don’t. I can’t figure out why that would be done. 

Question. Now, in March 1951, again according to the minutes of the trustees, 
the social-security department named Saperstein as its insurance agent and 
directed that henceforth the premiums on this group case should be paid to him 
for transmittal to Security Mutual. Were you consulted, Mr. Wickes, at the 
time this action was taken? 

Answer. Well, now, I am a little confused because if you had asked me a 
question a little earlier as to whether Saperstein had collected premiums in this 
case, I would have said that he had collected them from the outset, because that 
was my recollection of what had actually happened. I don’t recall anything 
particular happening in March 1951, Mr. Turner; really, I don’t. 

Question. As far as you recall, the premiums were always paid through him 
to the company, is that so? 

Answer. Yes, it is correct, and it is awfully hard to remember back that 
length of time, but I seem to recall he wanted the premiums paid to him because 
he stated he wished to keep track of the case, and it was coming along and that a 
local, for example, might start with a relatively small premium per month 
and build up as more and more employers were induced to sign the trust 
agreements. 

Question. Well, is that the usual procedure, to pay premiums on a group 
case through the broker or the agent? 

Answer. I would say not. I would say that, usually premiums would be 
paid—well, perhaps I had better answer the question this way: that I haven’t 
had enough experience with large group cases to be able to state one way or 
the other, but my guess would be that normally the premiums would be paid 
directly to the company. 

Question. Do you consider it a valid reason for that procedure, the fact that 
he wanted to be on top, so to speak 

Answer (interrupting). Well, frankly at that particular time I wouldn’t 
have given any thought to it one way or the other. To me, at that time, Saper- 
stein was completely responsible and whether the premiums were paid to him or 
whether the premiums were paid directly to the company at that time, I don’t 
think would have meant a great deal to me. I mean, Saperstein had a very 












. 
| 
























































WELFARE AND PENSION PLANS INVESTIGATION an 





urge business and received a pretty substantial income from 
ions. He was considered to be perfectly responsible 

Question. Did the company ever object to that procedure, Mr. Wickes? 

Answer. Not that I know of, Mr. Turner. One of my responsibilities was 
iot directly the accounting, whether it was group or otherwise, and if the 
natter did come up, certainly it was not on the basis of a big problem. Would 
ou pardon me for just a moment? 

Mr. Turner. Yes, certainly. 

(Whereupon, Mr. Wickes gave some instructions to the domestic help.) 


his commis 


By Mr. TURNER. 

Question. Mr. Wickes, was there any arrangement connected with this case 
whereby Saperstein paid claims on the case out of his own agency? 

Answer. Not that I know of, in any way, shape. or form. 

Question. Would he be acting outside his authority if he did? 

Answer. Completely. 

Question. As far as Security Mutual was concerned? 

Answer. Completely. 

Question. Did you take any—— 

Answer (interrupting). I should perhaps have said, at the outset, that 
one of my responsibilities in Security Mutual was not the claims department 
it was a separate claims committee which was—TI would once in awhile attend 
a meeting, but it wasn’t the same as my own committee's as far as I was 
concerned. 

Question. Do you know whether or not he paid claims on this case? 

Answer. I do not. The only thing I have heard about it is very recently, that 
there has been some intimation that he may have done that and I was quite 
shocked to hear it. 

Question. Did the company, at any time, take steps to verify the amounts of 
premium it was receiving from Saperstein? 

Answer. I don’t think while I was there, although the matter was discussed 
several times. We engaged a man named Spenge [spelling] S-p-e-n-g-e, Security 
Mutual engaged a man named Spenge, and he was beginning to get into the 
business of auditing our group business—Security’s group business. To begin 
with, you may recall that about that time, New York’s DBL, disability benefits 
law, became effective, and Security Mutual wrote a great number of those 
cases, I think it ran into maybe two or three thousand different employers and 
Spenge spent a good deal of time working on that business and it was one of 
those things that was definitely in the—in the mills to be done, but I don’t 
think it had been done up to the time I left, although Spenge did visit a few of 
the smaller group cases when he was in New York and checked over the admin 
istration and that. 

Question. Was there any cross check to your knowledge, between Security 
Mutual and the social-security department——— 

Answer. Not to my knowledge. 

Question (continuing). To determine the amount of the premiums paid? 

Answer. Not to my knowledge, and that is the source of great regret to me right 
now, that we didn’t think of doing such a thing. I am afraid we trusted Saper- 
stein too much. 

Question. Were you aware, Mr. Wickes, at any time, that you were not in fact 
getting all the premiums to which the company was entitled? 

Answer. No, sir. Absolutely not. 

Question. Did you know of any arrangement between Saperstein and anyone 
connected with the union whereby a portion of this premium would be returned 
to you? 

Answer. Absolutely not. 

Question. Did you know of any provision between the union and Saperstein 
whereby portions of the premium would be returned to the union for so-called 
unemployment benefits? 

Answer. What do you mean, “to the union”? 

Question. Just what I said. To the international? 

Answer. Absolutely not under any circumstances. I can’t believe, hardly, that 
such a thing could have existed. I can assure you that there would have been 
very drastic action taken if I had known of any such thing. 

Question. Mr. Wickes, I am not certain whether you would know this, in your 
‘apacity, at Security Mutual, but if you do, what steps were taken by the company 
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to receive prompt notification of the entry of a new local into the plan, once it 
came in? 

Answer. I can’t answer that question. Whatever routine there might have 
been, would have been in the group department, down on the fifth floor, and I 
presume they had some—some system of getting that information. I can’t recall 
what it might have been at this time. 

Question. Who was in charge of the group department then, in that particular 
phase? 

Answer. Well, I can’t remember exactly. We had a man named Thayer. 

Question (spelling). T-h-a-y-e-r? 

Answer. Yes, Ben Thayer, who was hired to run and actually administered the 
group department and—I don’t like to say anything bad about anybody, but we 
had to ask for his resignation because the accounting end of it there, really did 
get into a fantastic mess. As a matter of fact, their expense account was in 
very bad shape indeed and when he left, Mr. George Miller went down there from 
our actuarial department to take over a situation that was really very, very bad 
from an accounting standpoint. It was one of those unfortunate things that 
happen when you start from actually nothing and all of a sudden quite a volume 
of business comes in, the DBL and these other groups and so forth, so that you 
have maybe 20, or 25 completely untrained people. Mr. Traub had been with the 
little bit of group insurance business that Security did for awhile and I think he 
had only one other person with him and then all of a sudden, there was this influx 
of business and you had 20 or 25 people and it seems to me—I remember that 
at one time, the average duration of employment of accounting of Mr. Traub ina 
department was 2 months or 3 months or 4 months or something like that. You 
had a whole lot of green, untrained help. 

Question. But to summarize, you have no specific knowledge of the adminis- 
trative details concerning that problem 

Answer. No, I haven’t. 

Question. How the company was notified when a new local came in? 

Answer. No, I havent. 

Question. I see. Now, in 1953, did a question arise as to justification of con- 
tinuing to pay high commissions or 10 percent commissions? 

Answer. Yes. New York department took the matter up with us in that con- 
nection. I should interpolate and say that the New York department had been 
furnished by Security Mutual, voluntarily, with full information with respect 
to our union group business—Security Mutual’s union business, and—That is 
Security Mutual’s. I keep on saying “our” there, and criticism was directed 
particularly to the payment of administration fees and also at the amount of 
renewal commission being paid to Saperstein and this 10 percent, 1014 percent 
basis. As a result, as I recall it, it was agreed that the administration fee pay- 
ments would be stopped and I thought that was done before I had left the 
company. 


Question. Well, they continued on up until October—September 1953? 
Answer. I thought 


Question. At any rate, did you discuss this situation with Saperstein, Mr. 
Wickes? 

Answer. Oh, yes. I think Saperstein and Mr. Russell—I—I think an at- 
torney, whether it was Manwaring or not, I don’t know—had a discussion some- 
time prior to the end of 1952 in the office of Julius Sackman—you perhaps know 
Julius. Were you ever up in the—— 

Question, I think I have heard of him. 

Answer (continuing). And I can recall, in addition too where Harris was 
there. I think he is counsel for the department, a Mr. Straub—TI can’t think 
of his first name—and that, I believe was the first time the question of possible 
criticism of commissions and Saperstein’s business and so forth was discussed. 
Following that, there were other meetings and there was more than one, anyway. 

Question. Well, as a result of these meetings with Saperstein, did he 
indicate- 

Answer. I think that was the only meeting when Saperstein was present 
when officers of the Security Mutual were present, with officers of the New York 
department, 

Question. Did you meet with him, yourself, at any time concerning this 
problem? 

Answer. I certainly discussed it. 
Question. And—yes? 
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Answer. And as Security Mutual’s dealings with the New York Insurance 
Department went on, I recall that it was unofficially suggested that Saperstein’s 
commission be cut to 6 percent. 

Question. Now, did he indicate as a result, Mr. Wickes, that he would take 
his business away from Security Mutual to some other company? 

Answer. Yes, he felt that he would and in that connection he mentioned some 
companies that would pay him at least as much or more commissions than he 
was getting from Security Mutual. 

Question. Was he specific 

Answer. Very specific. 

Question. As to who he would place the business with? 

Answer. Very specific. He actually showed me contracts and I think Mr. 
Vosshman saw some, too, that he had obtained from other companies. 

Question. Would that indicate to you that he controlled these policies, to a 
great extent? 

Answer. Well, in the insurance business it is very often true that agents 
who have produced business, do control it, and that applies whether it is your 
automobile insurance policy or a fairly large group case. 

Question. You feel that was true in this case? 

Answer. Well, I didn’t think so much of Saperstein actually controlling the 
business in the sense that he would be able to pick it up, like you might pick up 
a fire policy and say I will switch from the ABC company to the XYZ company 
with a premium policy of $50 a year. There is no question, but the trustees 
actually controlled the placing of a business and in my occasional dealings 
with trustees at their meetings, I would have said that they were the ones that 
very definitely would have a lot to say about whetker the business moved or 
not. 

Question. Well, if that is true, Mr. Wickes, how could he be so specific about 
naming other companies and saying he would place policies with them ? 

Answer. I don’t say that he said he actually placed policies with them. He 
merely stated, in trying to obtain as high a commission as he could, and to justify 
the commission he was getting from Security Mutual, that he could get these 
high commissions, if you wish to call them high commissions, from other 
companies. 

Question. Oh, but he didn’t mention the policy? 

Answer. No, I don’t think—I don’t think he came along and said—I don't 
think anybody would be so foolish as to look and say, “Look, if you don’t pay 
me these commissions I will take the business away from you.” That is not the 
way business is being done and Saperstein was very far from being a—well, let 
me put it in reverse. I would say he was a very diplomatic individual. 

Question. Well, the reason I brought the question up, was of course, the anni- 
versary date of the policy was coming up in October, at which time if he did 
contemplate it, it could be conceivably switched to another company if he were 
dissatisfied with Security Mutual. Now, in connection with laundry workers 
policy, did he indicate specifically that he would switch that to another com- 
pany because of the fact that he couldn't get these continuing commissions? 

Answer. I don’t think that he stated that he would switch the business. There 
was very definitely some feeling, even among the trustees of the laundry work- 
ers, of dissatisfaction with Security Mutual. I know, because I had to fight it 
out at their meetings. They were not happy about some of the claims situ- 
ations. That particularly applied to one of the vice presidents, a man named 
let’s see—— 

Question. Abercrombie? 

Answer. Abercrombie. I was trying to think of Abercrombie, who, I think, 
had several locals in the South, and who attended one trustees’ meeting and 
really blasted the Security Mutual; so much so, I had to promise we would 
send someone down to try and correct the situation. 

(Whereupon, Mrs. Tobin left the room. ) 

Mr. WickKEs. Apparently the 

Mr. Turner. Do you want to stop for a minute, until she gets buck? 

Mr. Wickes. Yes. Let’s wait until she gets back. 

(Whereupon, a short intermission was had.) 

Mr. WicKEs. I don’t know how you are doing. I am beginning to feel just 

little bit woozy. 

Mr. Turner. Are you? 

Mr. Wickes. We can keep on for about 15 minutes or so. 

Mr. Turner. All right, sir. 
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(Whereupon, Mrs. Tobin reentered the room. ) 
Mr. Wickes. Are you all right, Mrs. Tobin? 
Mrs. Tosrin. Yes; Iam all right. Thank you. 
Mr. TurNerR. Anytime you want to stop, Mr. Wickes, say so. 

Mr. Wickes. Well, usually I can pick up names and that sort of thing right 
away and I am starting to get a little tired and I hope I am making sense in 
my answers to your questions. 

Mr. Turner. Yes, sir; you are. 

Mr. Wickes. I am doing the best I can. 

I was saying that there was some question with respect to claim, setthements 
and also the trustees had intimated that they felt that they would do better if 
they could handle this whole thing themselves. They had been accustomed to 
being self-insured through their life insurance programs, as you know. 

Mr. TURNER: 

Question. Well, in this connection, did Security Mutual, as a company, indi 
cate at this or any other time that they were dissatisfied with this particular 
policy and would like to get rid of it? 

Answer. That applied to all of Saperstein’s during the rather hectic months, 
I think I can say, when it became apparent that the attitude of the New York 
department was inimicable to the method that Security Mutual had adopted for 
building up a group program and it was felt that criticism perhaps, and diffi 
culty with the New York department could result from carrying on with Saper- 
stein’s business and I think there was a great general feeling on the part of the 
president and other of the top officers, including myself, that we might be just 
as well without it. 

Question. In spite—— 

Answer. On account of the commissions. 

Question. In spite of the fact that it was a million dollar premium case? 

Answer. Well, what the hell does that matter? I mean, the problem was that 
if we were doing something which was going to be frowned upon by insurance 
department authorities, even though we had felt, Security Mutual had felt, and 
that applies to all the senior officers of that company, that it was a good idea 
to try and build a group business by paying higher commissions than normal and 
not incurring the overhead, and I think if you look up the record—I am sorry 
I haven't got the books here to put it on the record—you will find that the 
actual cost to Security Mutual, including its commissions and everything else 
that it paid out, compares very favorably with the cost of companies that en 
tered the group business at the same time, such as New York Life, Massachu 
setts Mutual, State Mutual, and other companies that entered the group field 
actively about the same time, it is purely a question of philosophy as to whether 
vou should build a group department by means of fixed expenses which would 
exist whether you got business or not, or whether you should pay for your busi 
ness as you got it, by paying a higher commission to what certainly Security 
Mutual thought, at that time, Was a reputable agent. 

Question, I have one more question, and I guess we had better stop for the 
morning. 

Answer. All right. 

Question. Now, late in 1953, when these discussions had been held, concerning 
Saperstein’s commissions and the fact that they would be reduced—— 

Answer. Late in 1952 or 1953? 

Question. 1953. In the summer of 1953, let’s say. By that time you had already 
visited California and contacted officials of the California Life Insurance Co. 
Now, we will get into that later, but my question at this point is: Did you and 
Saperstein make any arrangements between yourselves to transfer this policy 
from Security Mutual to California Life Insurance Co.? 

Answer. There was no such question at all. I think we can cover that when 
we get into the whole story of the transfer of the business, from Security Mutual 
to California Life Insurance Co. 

Question. Now, I believe you stated, Mr. Wickes, that you resigned at Security 
Mutual sometime in September; you are not sure of the date? 

Answer, No, the time I left Security Mutual. I resigned 
tual in August, early August 1953, on the basis of a month 

Question. So that you actually left in September? 

Answey. That is right. 

Question. Now, prior to the time that you resigned, had 
Insurance Co, agreed to hire you as a consulting actuary? 
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Answer. California Life Insurance Co., had they agreed to hire me as a con 
sulting actuary? Well, let’s put it this way. There was at least an unde 
standing that I would be a consulting actuary for the California Life Insurance 
Co. in the event I came out here and established myself in this city 

Question. Was this understanding, sir, between you and Mr. Faris? 

Answer. Yes. 

Question. All right, sir. Do you want to quit for the morning? 

Answer. I think you had better, I am really kind of tired. This is quite 
strain, as you can well understand, and you have the advantage of having the 
questions and I have to sort of try to think out each one and it is not always eas) 
to remember the things that went on 3 or 4 years ago in exact detail 

Question. I undersand, sir. 

Answer. I have done the best I can, I can assure you of that 

Question. Do you think we could resume this afternoon? I would like to finish 
up if at all possible. 

Answer. Well, ves. 

(Whereupon, discussion was had between Mr. ‘Turner and Mr. Wickes, relative 
to the hour at which to resume the statement. ) 

Mr. Wickes. Yes. So, | think around 2 o'clock would be best. Will that be a 
right? 

Mr. Turner. All right. 

Mr. Wickes. And I think I will be all right then to go ahead again 

Mr. TuRNER. Good. I hope we can finish up today. 

(Whereupon, at 11:15 a. m. the taking of the statement was suspended until 
~ p.m.) 

(At 2:10 p. m., Wednesday, March 23, 1955, the taking of the statement was 
resumed. ) 

Mr. TURNER: 

Question. Are you ready to resume then, sir’? 

Answer. Yes. sefore we start, shall I] make a statement aloug the lines I have 
just mentioned ? 

Question. Yes: if you will. 

Before we start, will you indicate we resumed about 2:13, with Mrs. Tobin 
present at Mr. Wickes’ apartment? 

Go ahead, sir. 

Answer. In my testimony this morning, I am not sure whether I made it clear 
that the payment of the level commission of approximately 10 percent by Security 
Mutual was considered as justifiable by myself and the officers of that corpora 
tion, because it was felt that the Commission payments were to a large extent in 
lieu of overhead expenses incurred in the establishment and maintenance of field 
offices that is customary by group-writing companies. 

Further, insofar as ny obligations as actuary of the social-security department 
are concerned, I felt that my primary duty in that connection wes with respect 
the life insurance coverage carried by the social-security department and if 
possible the increase of benefits to the members ou a basis that would be sound 
from a statistical standpoint. Is that all right? 

Question. Now, in that same regard, this overhead expense that you referred 
to, did you in any way consider the 5 percent premium reduction a duplication of 
these commissions which were allowable for the possible overhead which the 
company would incur? 

Answer. Not in my opinion, and I will tell you why; if vou have a group case 
of, let us say, 25 or 50 lives, in other words, small cases written individually o1 
separate employers, your cost of doing business is much greater than if you can 
include a number of employers and, say, many hundreds of insured people unde 
the one-policy contract. Now, if you will just stop for a minute. 

Mr. TurNer. Off the record a minute. 

(Discussion off the record.) 

Mr. TurRNER. On the record. 

Question. My point is this. that it seems to me in this case Security Mutual 
was dealing with a case in which the incentive to build was already there 
through the 1949 national convention. In other words, locals were urged to 
join the plan as rapidly as they could negotiate with their respective employers 
and the administrative work of screening claims and so on was being performed 
in the locals at a 5-percent premium reduction allowance. Therefore, most of 
the work which normally would have been done by Security Mutual as the 
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insurer was in fact being done and it did not require the tremendous expenditure 
of effort on the part of the agent to service that case. 

Answer. I think you are overlooking the fact that with the best will in the 
world, so far as individual locals are concerned, they have to be pushed and 
prodded and talked to and worked with in order to get them to cooperate whole- 
heartedly in the establishment of a welfare plan, and I do think that so far 
as Saperstein is concerned, that he did a very good job in that promotional 
work, which is selling as—what is the word for selling, instead of—I guess 
that is all right. Selling instead of merely administrative work. In other 
words, you don’t get a local to just put a plan in because a convention has 
passed that it is a good idea. 

Stop for just a minute now. To give you an idea, we have Cohen from 
California Life up here at Portland right now, attending a meeting and we 
know that we should have all this business, not knowing who is responsible 
from the agency standpoint, we should have been in different—other centers 
educating different people and employers to try to put this over and it is on 
the tape, as far as California Life is concerned, to aggressively pursue the 
work Saperstein was doing through the other people. 

Question. Shall we move on? I think we have belabored that point. 

Answer. Yes, I think we have covered it, it is a very important point, sir. 

Question. To your knowledge, Mr. Wickes, did the Security Mutual Co. have 
any franchise trouble in Pennsylvania? In other words, while you were there, 
were they admitted to do business in that State? 

Answer. Oh, yes. 

Question. Did, at that time, any trouble arise as to their eligibility or what- 
ever you call it, to do business in Pennsylvania? 

Answer. There was, I think, a little difficulty with respect to an agent in 
Pennsylvania, who wrote individual accident and health policies on miners, but 
so far as I know, that did not affect the company standing with the State of 
Pennsylvania, or its admission to that State or its continuance and its ability 
to do insurance business in that State. 

Question. And that would not have affected the laundry workers policy? 

Answer. Not in the slightest. 

Question. Did the various Harlew agencies have Security Mutual draft books? 

Answer. I can’t answer that question, because I—that is a little—I had so 
little to do with the claims department. My guess would be, no. 

Question. Well, at one time Security Mutual and Harlew had adjoining space 
in Chicago—in Los Angeles, I believe; is that right? 

Answer. That is correct. 

Question. But it would be—— 

Answer. A claims function purely and simply that Security Mutual had 
in Chicago. 

Question. Yes. Do you know whether or not at any time claims were received 
by Security Mutual on locals which were not yet covered under this laundry 
workers plan? 

Answer. Not so far as I know, but really I had so little to do with the claim 
details that I just don’t know, really. 

Question. I see. All right, sir, now we turn to the California Life Insurance 
Co.: Did you have a vacation during April 1953? 

Answer. Yes. 

Question. At which time you came to California to visit a relative? 

Answer. I think you met my daughter this morning. 

Question. She was the one you came to visit at that time? 

Answer. That is correct. 

Question. Now, in connection with this visit, or vacation, did you also contact 
officials of the California Life Insurance Co. at that time? 

Answer. Yes. 

Question. And did you meet these people through Judge E. Coke Hill? 

Answer. Quite fortuitously. 

Question. And how did you meet Mr. Hill? 

Answer. I contacted Mr. Dooley to say, “Hello” while I was out here toward the 
end of my vacation, and he suggested that I have lunch with Judge Coke Hill. 

I informed Mr. Dooley that I was interested in moving out to the Pacific coast if 
I could make a good connection and I may interpolate in that connection, that I 
dropped in to see O. J. Lacey, who at that time was president of California West- 
ern here at Sacramento, to see if there was an opening in that particular company. 
I wasn’t looking very hard, however. You know, it was just one of those things. 
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Question. I see; and were you introduced then by Judge Hill to officials of the 
company ? 

Answer. That is right. At that time, at the time we had lunch under the 
theory that perhaps this might be a possible connection in the event I should 
decide to set up as a consulting actuary, something I had always wanted to do. 

Question. Do you recall a discussion you had with officers of the company at 
that time, Mr. Wickes? 

Answer. Yes; I do. 

Question. Do you recall who was present? 

Answer. I couldn’t be positive, but I would say that Mr. Faris, Mr. Rusk, Mr. 
Taranto, I think Judge Hill was there too. 

Question. Now, at that meeting, Mr. Wickes, was any mention made of the 
possibilities of purchasing this company? 

Answer. Yes; I can’t tell you who, but I received the distinct impression from 
those present that there was a desire to sell the control of the company. 

Question. Was any commitment made at that time regarding the purchase of 
this company ? 

Answer. No; none at all. 

Question. Could you give us the general nature of the discussion at that meet- 
ing, Mr. Wickes? 

Answer. Well, it is almost impossible to think back to details of a meeting that 
took place 4 years ago. I simply came away with the impression that negotiations 
had been underway with groups—shall I call them—at least two, maybe more, to 
purchase control of California Life Insurance Co., and one of the reasons that 
was mentioned was the difficulty they had had with the California Insurance De- 
partment on account of their military business. They felt that they needed more 
capitalization and, shall I say, more expert advice to make the company go ahead. 

Question. Now, at this time, Mr. Wickes, you were not representing anyone 
officially? 

Answer. No. 

Question. Is that right? 

Answer. No; the whole thing was an accident, honestly. 

Question. Was there a subsequent meeting between yourself and Mr. Faris and 
Mr. Dooley at which this was discussed further? 

Answer. You mean while I was on my vacation? 

Question. Yes. 

Answer. Honestly, I can’t remember. There may have been, but this meeting 
took place just before I was about to leave. 

Question. To return to New York? 

Answer. To return. My wife’s birthday happens to be on April 30 and we 
got on the train that day to return and my recollection is that that was around 
a Thursday or Friday and I think I met them on Tuesday. I might have talked 
a little bit to Dooley or Faris, but I don’t think we had an actual meeting. 

Question. At this meeting you had, the original one with Mr. Faris, Taranto, 
and Rusk, was any agreement arrived at or by you to be engaged as a consulting 
actuary of the company ? 

Answer. No; no agreement of any kind. 

Question. Did you indicate to this group that you were then affiliated with 
Security Mutual? 

Answer. Yes. 

Question. Did you indicate at that time that you could secure the transfer 
of the laundry workers policy from Security Mutual to that company? 

Answer. No; I think, as I recall, the only indication I gave them was I might 
perhaps be interested in trying to obtain a purchaser for control of California 
Life, which might be a good thing for the company. I don’t believe the Laundry 
Workers as an entity was mentioned at that time, although I may have mentioned 
the fact that any such transaction would result probably in California Life 
going ahead and building its business in a general way, if you follow me. 

Question. Now, after that time, Mr. Wickes, can you explain how and when 
you took up the possible purchase of this company with the social-security 
department? 

Answer. Yes; there was a meeting of the trustees, as I recall it, around the 
middle of May, shortly after I got home from my vacation anyway, in Chicago. 
I threw out the idea that this company could perhaps be purchased at what 
seemed to me at that time, without having made an investigation of it officially, 
favorable terms having regard to the general demand that there was for life- 
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insurance companies, particularly by Texas interests on a national basis at that 
time. 

Question. Between this meeting of May 1953, and your original meeting with 
Mr. Faris, Rusk, and so on, had you discussed this as a possibility with any other 
member of the social-security department? 

Answer. You mean the California Life? 

Question. Yes. 

Answer. No. Let's get this straight. I ran into California Life by accident 
just toward the close of my vacation. I did get the idea, either at that time 
or maybe it was on the train going home, that this might be a very good setup 
from the standpoint of the desire which I knew the social-security department 
people had to be as close to being self-insured as possible. 

Question. What was the purpose of having Faris at that meeting, Mr. Wickes? 

Answer. As I recall it, interest was expressed in the idea just as soon as I 
broached it and he was telephoned to. I think I phoned him to come along so 
he could meet the various people who were there and maybe discuss the thing 
a little bit further. 

Question. Was this discussion at the meeting of the trustees itself? 

Answer. I know Faris was present at one of the trustees’ meetings, but I 
think the discussions were more—on, shall I say, an informal basis and not 
officially at a trustees’ meeting. This thing was brand new, if you will under- 
stand what I mean. 

Question. Well, here is my question, sir: In the minutes of that particular 
meeting of May of 1953, at which Mr. Faris was present and was introduced 
by you-—— 

Answer. I guess that is right. 

Question. No reference was made to this discussion ? 

Answer. You mean in the official minutes? 

Question. No. 

Answer. I daresay that is true, because this thing was, at that time, very 
much in a tentative stage. I can assure you it was discussed in a general way 
and not on the basis of anything—making any definite deal or anything of that 
kind, but here was a brand new thing. Considerable progress was made, let’s 
say, in building a kind of a dream castle that might possibly eventuate. 

Question. Well, this is an important point too, and it bears on what testimony 
has already been received: Do you recall who participated in the actual dis- 
cussions Which bore on this possible purchase of the company? 

Answer. I think Faris was there and myself. I am sure Saperstein was. 1 
should say Mr. Dooley, Mr. Byers. I think the union fellows were there, too, 
let's see. Charlie Goldstein, I think. 

Question. Was Chasmar there? 

Answer. Yes, I think he was. 

Question. Davis? 

Answer. I don’t think that was discussed when Davis was there. It wasn’t 
discussed at a formal meeting of the trustees there. 

Question. Was Toomey there? 

Answer. I wouldn’t say definitely, but it is quite possible that he was, or 
wasn’t; I couldn’t definitely say. I know the others were, the others were, 
shall we say, more the leaders. 

Question. It was your recollection, sir, that this was an informal discussion? 

Answer. Absolutely informal. 

Question. And which would probably account for the fact that it is not in the 
minutes? 

Answer. Yes, maybe a thing like this will be misunderstood, there was no 
intent to hide anything. This was an idea brought back with me as a result 
of a trip out here, and I didn’t come out here to look for California Life or any 
other company. It is purely coincidental that I ran into California Life, and I 
probably would not have been interested in it in the slightest had it not been 
for the fact my daughter, Barbara, and son, Johnnie, were out here with the 
children. 

Question. Was any commitment made at that time in regard to the purchase 
of the company ? 

Answer. I don’t think that any definite commitment was made, but I do think 
that there was some talk about the amount of money that would be involved 
and I think Faris mentioned certain offers that he had received. I couldn’t 
even tell you now, who those were from. 

Question. Did Faris agree to try to corral so many shares of controlling 
stock? 
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Answer. I think he was trying to do that in any event, not particularly with 
respect to the purchase of—the eventual purchase, it turned out, by the social 
security department, but with respect to the selling of the control of the company 
nany event. 

Question. What I mean is, did he make any commitment that he would attempt 
to do this and in effect turn it over to you people, or to the social-security 
people? 

Answer. I would be inclined to say, if he said anything along those lines at all, 
it would be that he already had in effect obtained commitments of that type, | 
would say, in advance of the time that I met him, because definitely the company 
was—shall I say—for sale. 

Question. Well, if he did then have some sort of commitment which gave him 
controlling stock, was some other commitment made by you people, or the social 
security department at that time? 

Answer. In May, 19253, you are talking about ? 

Question. Yes, sir. 

Answer. All I can say is that a great deal of progress was made with respect 
to the idea that the purchase would be carried out, because | can't remember, 
honestly. The final transaction, I know, took place in August 1953, and I came 
out here in July and checked with the insurance department here in California 
Life, and went over their statements and that kind of thing 

Question. Well, you mentioned that the 

Answer. Lam just trying to think. I have a feeling there was another meeting 
in between here. 

Question. In between May and 

Answer. And the date that the 

Question. And August? 

Answer. Yes. Or maybe it all happened in Chicago, at that time there was a 
convention. I think that must have been the time that the convention of the 
International was held; you would Know that, correct me on that, | am just trying 
to refresh my own memory on the deal. 

Question. I think it was—I am not sure. 

Answer. I think it was, I think they have a convention every four years and 
I think they had a convention there and the trustees met, I think, after the 
convention : it might have been before 

Question. Well, you mentioned that the—some discussion was had concerning 
the amount of money that would be required? 

Answer. Yes. 

Question. Was there any discussion on how that money would be raised? 

Answer. Well, if not then, certainly either then or at a subsequent meeting 
If there was a subsequent meeting, there certainly was discussion as to how 
the money would be raised and it was definitely understood that the social! 
security department would eventually own the California Life. 

Question. Well, how was the money to be raised, Mr. Wickes? 

Answer. Well, that wasn’t really all together—lI really don’t know exactly I 
know IT said I would be willing to put up a little money myself to help the thing 
along, and as far as the final details of where the money was raised, I really 
didn’t know until we had a meeting out here in San Francisco in April 1954, and 
distribution was then made of the money. See, Dooley was appointed to act 
trustee for the purchase of the company and he negotiated the deal pretty wel 

Question. Did you 

Answer. I had the idea, but I wasn’t the stock salesman, if you get what I 
mean. 

Question. Yes. I take it then from what you said, that all the trustees of the 
social security department were aware of your investment in this purchase of the 
controlling stock? 

Answer. Well, at that time no investment of any kind had been made 

Question. Well, were they aware of it before it was made? 

Answer. I don’t think I ever came out and said to the trustees, “I put $9,000 
into this thing.”’ 

Question. Did they know from this May 1953 discussion, that you and Mr. 
Dooley and Mr. Saperstein would 

Answer. I see what you are getting at. I think the trustees knew that a 
sufficient amount of money would be raised—let’s put it—by a pool to purchase 
control of the California Life Insurance Co. in effect, in their hehalf 

Question. Did they know who would contribute to the pool? 
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Answer. I don’t think the thing was discussed with them in exact detail. I 
don’t know, but as far as I was concerned I didn’t. 

Question. How could they be sure, Mr. Wickes, that this would eventually 
come back to them after the initial investment? 

Answer. Well, there never was any question. That was the way it was to 
be carried out, I mean, after I got out here in September 1953, and the thing 
was discussed. The first thing that was done was to—one of the first things 
that was done was to draw up an opening agreement which would give the 
social security department complete control of the situation. 

Question. Well, we are getting 

Answer. Are you worried about the fact that—are you worried about the 
possibility that there might have been any question that the social security 
department would not have eventually owned this company? 

Question. I am not worried about it, but I should think the trustees would 
have been. 

Answer. Well, until such time as their business was transferred, why should 
they worry about it? You see, there would be—— 

Question. We will get to that later. We are a little ahead of ourselves, but 
I will explain myself a little more later on. I think it would be better to take 
it in a somewhat chronological order so we don’t get mixed up. 

I take it from what you said, Mr. Wickes, that you did not know how this 
money was obtained or exactly who put it up as of August 6? 

Answer. I did not at that time know exactly how it was to be obtained cr put up. 

Question. Do you know who made the arrangements to gather it up and 
bring it out to San Francisco? 

Answer. I would say Saperstein. 

Question. Do you know, or are you just conjecturing? 

Answer. I am going on more or less my hearsay and conjecture, but I don’t 
know. From what I heard he was out here in August 1953, and I had heard 
that the purchase had been made, that a sufficient amount of money had been 
raised to purchase the company. That, mind you, was only the control of the 
company. 

Question. I know. Now, how much did you personally invest in this August 
6 transaction, Mr. Wickes? 

Answer. I put up $9,000. 

Question. Was the stock, as I understand it, comprised of some sixteen 
thousand odd shares which Dooley purchased on August 6, 1953, later turned 
over to Founders Syndicate of America, Inc.? 

Answer. Yes. 

Question. And then reissued on a 2-for-1 basis to those same original investors 
who had put up $144,000 as of August 6? 

Answer. Well, it was issued—the Founders stock was issued on the basis of 
the information that Mr. Dooley had as to—or, shall I say, the strawmen or 
dummies, who were to be holders of the stock until the whole thing was completed. 

Question. And as I understand it, you eventually received back your criginal 
investment? 

Answer. That is correct. 

Question. No commissions, profits, fees, or anything else? 

Answer. No; that was the intent all the way through the thing, nobody was 
to make any money out of it. There was a small differentiation between the 
the price of Founders stock and the other, California stock, you know. 

Question. Some $12,000? 

Answer. Which was to be used for legal expenses and the like. 

Question. You received $1,404.84 as a reimbursement of expenses which was 
paid from Dooley’s trustee account; is that correct, sir? 

Answer. I can’t say that is the exact amount, but that is about the amount, 
anyway. 

Question. Those expenses represented what, Mr. Wickes? 

Answer. I can’t tell you without looking up my accounts at that time, but 
they did represent certain amount of travel, particularly my trip in July 1953, 
to San Francisco and back again and some other items, but I gave Mr. Dooley 
a completely itemized account and I presume that you have that. I don’t think 
I have a copy, but if you want one, I will get it for you, but the expenses were 
legitimate. 

Question. You were a stockholder yourself in the Founders Syndicate; is that 
right, Mr. Wickes? 

Answer. Yes. 
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Question. Did you hold stock in your own name for anyone else? 

Answer. Well, I paid for the equivalent of 2,000 shares of Founders, and I 
would have been willing to have paid for another 2,000 shares if necessary, but 
| didn’t want to, because I am not a wealthy man and it turned out not to be 
necessary, but an additional 2,000 shares was put in my name. However, | 
never had a certificate or possession of it or anything of that sort. It was 
definitely understood, however, not only the stock I purchased, but the other 
stock in my name would be turned over when the whole deal was consummated. 

(Whereupon at 2:45 p. m., the telephone rang and was answered by Mrs. 
Tobin.) 

By Mr. TURNER: 

Question. So, actually, you only paid for 2,000 shares of the stock that 
you held, the 4,0007 

Answer. Yes, I paid for the 2,000 shares, I gave Dooley a note for the balance, 
I think, or did I? I probably gave him an undertaking or something that I 
would take it up if necessary. 

Question. But the other 2,000 shares never actually figured in the final settle 
ment?* 

Answer. No; as far as I was concerned, it was a wash transaction 

Question. Well, let me explain my next question which is, why were you 
paid only $9,000 when you actually held $18,000 worth of stock, based on the 
payment arrangements? 

Answer. Yes. I would like to say in that connection that probably the deal 
would have been wound up from the standpoint of the social security department 
taking over the Founders stock before it was done had it not been that it was 
desired to purchase, if possible, outstanding stock of the California Life Insur- 
ance Co., in the hands of the public; and Founders Syndicate of which I was 
secretary at the time sent out a letter to all of the stockholders accompanied 
by a statement of California Life, and a statement to the effect—perhaps you 
have those letters; do you? 

Question. Yes. 

Answer. Then you know all about it, but the thought was to try and purchase 
as much California Life stock as possible and in that connection I insisted that 
the price be set at the same price that the social security department had paid 
in effect paid for California Life Stock $10 a share, plus 2 vears accrued dividends 
which made it $10.70 to the California Life members who wished to take ad- 
vantage of the offer. 

Question. At that time there were only what, some 5,000 shares outstanding? 

Answer. Yes; but prior to the intervention of the social security department 
that represented half of the capital stock of the company from a dollars and cents 
standpoint. 

Question. After November 25, 1953, there was definite 

Answer. Yes; that is*correct, where those people prior to the transaction who 
were relatively large stockholders, they became small ones. It only seemed fair 
to give them a chance to sell their stock if they wanted to, as far as the purchase 
was concerned before the permit was issued, you know, by the insurance depart 
ment. The insurance department was told what the whole idea was that the 
social security department was to become the eventual owner of the life-insurance 
company. 

(At this point Mrs. Tobin returned to the room.) 

Question. Can you briefly explain, Mr. Wickes, the purpose of Founders 
Syndicate? 

Answer. I think there are three purposes really. In the first place, of course, 
the desire to have an anonymous holding company in the picture rather than 
the social security department of Laundry Workers International stepping right 
out to the public and announcing that they had purchased the company and I 
think there was some thought as to whether it might not be better, mind you, 
all this was pretty quick, you know, it was a new idea and everything—might 
not be better from a legal standpoint; and I still don’t know what the legal 
position is for the social security department to have, let’s say, to have control 
through a holding company rather than directly own outright an insurance 
company. 

Question. What was the basis for that reasoning? 

Answer. Well, as it—here is the way I look at it; this is only my personal 
opinion as an investor in Founders Syndicate of America, Inc., who in turn 
owned California Life stock. The social security department would not directly 
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own the California Life Insurance Co. Instead you would have a holding com 
pany in between which could be regarded, I suppose, as being different from 
complete outright ownership of a company in a direct relationship. 

Question. It is indirect operation? 

Answer. Indirect operation, that is what I am trying to say. 

Question. That is two; do you have another? 

Answer. Yes; I am trying to think. I am not as bright as I was, Mr. Turner, 
really, and truly, I am not, 

Question. I understand. I know you are under par and we appreciate it. 

Answer. It seemed to me there was another good reason for having Founders 
Syndicate set up. Maybe if we skip that for a minute it may come back. I am 
sure there was another reason, maybe a good one. Let’s see, I made some notes 
here the other day. perhaps it is in here. No; this has nothing to do with that 

Question. Now, Mr. Wickes, the Founders Syndicate was established solely as 
a device through which the social security department could acquire indirect 
control and ownership of California Life; how do you account for the fact that 
the control did not pass to the social security department until April 8, 19547 

Answer. In effect it did pass. I think you are wrong in that, control did pass 
to the social security department in October 1953, at which time an option wus 
completed and made out in favor of the social security department by Founders 
Syndicate, so that in effect control actually passed in October 1953. 

Question. Well, let’s analyze that for a minute, Mr. Wickes. Mr. Dooley 
acquired controlling stock of the insurance company on August 6? 

Answer, Yes. 

Question. 1953, on behalf of these various nominees? 

Answer. Yes. 

Question. Now, that same controlling stock was transferred with no consid- 
eration to Founders Syndicate on November 25, 1953? 

Answer. Yes, I imagine that would be the date. 

Question, On that same date, the social security department invested $450,000 
in preferred stock of Founders Syndicate. On that same date, Founders Syndi- 
cate purchased 39,213.04 shares of California Life stock? 

Answer. Right. 

Question. On the condition that they obtain an option which would enable them 
on 10 days notice, to purchase any stock then held by Founders Syndicate or 
any stock of the California Life Insurance Co. which it might acquire; am I 
correct? 

Answer. I think you are, but now let me interpolate the reason that that trans- 
action was made. I mean, apparently, you are worried about the time elements in 
here. Something could have happened in this time element. A permit had to be 
obtained from the Insurance Department of the State of California before the 
stock could be sold to Founders. Now, in effect, so far as I am concerned, the 
social-security department owned California Life in October 1953 even though the 
transaction may not have gone through until November the 25. 

Question. I don’t see how you can say that, Mr. Wickes. 

Answer. Well. 

Question. By what virtue did they own it? 

Answer. In the first place, there was the definite intent throughout, and I 
think we are dealing with honorable people here ; that is social——— 

Question. Was Saperstein honorable? 

Answer. I don’t know about him now, but there wasn’t any question so far 
as I am concerned at that time. 

Question, Did you know he was a majority stockholder in Founders Syndicate, 
controlling stockholder, that is? 

Answer. Are you sure of that? 

Question. Yes. 

Answer. How can you be sure of that? 

Question. We know, we have established it. 

Answer. Well. 

Question. Do you know how much money he put up of the original $144,000? 

Answer. No. 

Question. Well, who was the—— 

Answer. Edell was supposed to put up a substantial amount, as I reeall it, 
he was supposed to have 12,000 shares. 

Question. Did Edell represent himself, or Saperstein? 

Answer. In the light of present events, I would say he represented Saperstein. 

Question. Did you know at that time he represented Saperstein ? 
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Answer. I would say, not. I know he was closely associated with him, but 
Saperstein introduced him as a very wealthy man who was former trefsurer of 
the Vitamin Corp. of America and a very wealthy man; and I had no concern, I 
thought we were all dealing together on a program to get the ownership of this 
ompany for the social security department. 

Question. Let’s continue on with this analysis: You had this option, the social 
security department had the option as of November 25, which has been already 
mentioned ? 

Answer. The option itself—pardon me, maybe I am wrong on this, because 
I haven't got the records of Founders—the option, was it not put into effect in 
October? 

Question. No, sir, it was not. 

Answer. Are you sure? 

Question. The option went hand in hand with the investment of social security 
department and Founders Syndicate. 

Answer. I think, perhaps where I am a iittle confused, is that the investment 
was authorized at the trustees’ meeting, am I right in that? And at the same 
time the business was transferred to California Life. I am sure those things 
were tied up together. 

Question. You are right that it was authorized. 

Answer. And the investment couldn’t be made until such time as you got the 
permit from the California Insurance Department with respect to the sale 
by California Life of its class A stock. In the meantime, Mr. Dooley, as I un 
derstood, acting as trustee, had all these stocks locked up in his safe-deposit 
box waiting until this deal could be completed. 

Question. My point is, the option was no protection to the social-security 
department. 

Answer. Why not? 

Question. Because the option provides, according to the minutes, that when 
it is exercised the social-security department would buy this stock up at its fair 
market value. 

Answer. Well? 

Question. And the fair market value increased considerably once that insur- 
ance policy went over to the California Life Insurance Co. and once the social 
security department invested a half million dollars in Founders, which in turn 
invested $392,000 in California Life. 

Answer. I think you are supposing an awful lot, Mr. Turner. In the first 
place, so far as the social-security department’s policy is concerned, it could 
be terminated at any time. True, in between policy anniversary dates there 
would be a dividend loss, but as far as the contract itself is concerned, it is a 
month-to-month contract in effect. 

Question. Do you think they would terminate it if they had a half million 
dollars invested in that company? 

Answer. Well, you made the statement that because the social-security de- 
partment had transferred its policy to the California Life, the stock of the 
California Life immediately took a big jump up in value. 

Question. I didn’t say the stock did, I said the company obviously increased. 

Answer. You said, the value of the stock. 

Question. All right. The value of the stock, if you want it put that way. 

Answer. Well, here’s the point; The mere transfer of the business to the 
California Life did not increase the value of the California Life stock per se. 
True, it made the California Life Insurance Co., if the business was to be 
continued indefinitely, a much better stock investment; but on the basis of a 
temporary transfer, as would have been the case if the social-security depart 
ment—if anything had happened, let’s put it that way as I think you are trying 
to infer, it would result in the social security not owning the California Life. 
The trustees certainly had full power to terminate their insurance in which 
case California Life would have been worth no more than was paid for it 
originally. 

Question. Well, how did they have—why would they terminate their 
insurance? 

Answer. I can’t think of any reason why they would. 

Question. In view of the fact that they had such an awful investment? 

Answer. I know, but what you have been trying to tell me is, there is some 
question as to whether they were going to have the investment. I say there 
was no question, they had all the strings in their own hands, because they con- 
trolled the placing of their own insurance and they controlled the future. The 
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whole idea behind this thing was that they would own the company and have their 
insurance in it and come out pretty good in the deal and I think that is what 
happened. 

Question. I will agree with you. 

Answer. It has come out pretty well the way I thought it would. 

Question. There is no argument there, but what was the controlling stock—— 

Answer. You must have something in your mind here, you must be feeling 
or somebody must be feeling something, because I know you are acting on behalf 
of the committee, that there was something in between, let’s say, August 6, shall 
we? Whatever the date was, the purchase of the California Life stock and 
November or December or whatever it was. 

Question. And April, April 8, 1954? 

Answer. April 8, 1953, you mean, there was some intent of somebody else 
to have this company and to—— 

Question. I don’t know about the intent, I certainly couldn’t say anything 
about that, but I am merely pointing out the possibility. 

Answer. Well, there may have been a possibility from a legal standpoint, but 
I doubt it very much, because Mr. Dooley as trustee and acting as a trustee had 
possession of the California Life stock certificates from the time they were 
purchased until the time they were turned over to the Nevada corporation ; 
point No. 1. 

Now, point No. 2: Whenever that option was completed, and I thought it was 
agreed to be completed as of October 5, 1953, or whenever it was, the social 
security department met. 

Question. It was set up then, Mr. Wickes? 

Answer. I am sure it was, because the whole thing was tied together that 
the placing of the business and control of the California Life would invest in the 
sucial security department. 

Question. Did Mr. Dooley hold the stock certificates of Founders Syndicate in 
his possession ? 

Answer. I think—no, I think I had my shares. I am not sure about that. 

Question. Which is the controlling stock—which was the controlling stock in 
l‘ounders Syndicate, common or preferred? 

Answer. Oh, the Gommon stock. 

Question. That had exclusive voting rights? 

Answer. Yes, but—now, I have got the third reason. Do you want to go 
back there? One of the reasons for setting up Founders Syndicate as it was 
was a thought that—it is perhaps rather vague—that in the event that it was 
eventually decided by the social security department to dispose of California 
Life Insurance Co., it would be much better to have a holding company with a 
preferred stock bearing a fixed dividend obligation plus a common stock that 
would give a big leverage to the common stock for possible eventual purchasers ; 
as for example, a large insuranee company might, or bank might invest in a pre- 
ferred stock as a fixed obligation, where it wouldn’t be interested in purchasing 
common stock which could fluctuate and on which dividends could fluctuate. 

Question. Mr. Wickes, my point is simply this, and this was brought out by 
the committee itself: From November 25, when this controlling California Life 
common stock was transferred to Founders Syndicate, until April 8, 1954, the 
common stock holders of Founders Syndicate controlled this operation; it was 
not controlled by the social security department and the obvious question is, 
why? 

Answer. Well, that is not true. The option that the social security department 
had to purchase from the Founders Syndicate, all the shares of California Life 
did give them control. 

Question. How did it give them control? 

Answer. Well, because all they had to do at any time was to say to Founders, 
“We want to buy.” And Founders had to sell. 

Question. Suppose Founders Syndicate common shareholders decided to jack 
up the price? 

Answer. There wasn’t any thought of that. 

Question. Suppose they had, then the social security department had no 
alternative but to pay it? 

Answer. Well, as I recall the terms of that option, the price of the stock 
was to be set upon the basis of a fair valuation to be conducted by—if there 
was any difference of opinion that is—conducted by accountants and actuaries 
and so on. 

Question. Hadn’t the fair market value increased considerably since August 
6, 1953? 
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Answer. Only in the event that the social-security department continued to 
keep its business with California Life. 

(Question. But, by the time the option was exercised it had invested a half 
million dollars in Founders, which in turn had increased the capitalization of 
California Life by a half million dollars. 

Answer. That is true, but on a par value basis. It is true California Life 
was worth more dollars because more stock had been issued, but the question, 
dollar for dollar, as to whether the stock was worth any more at that particu 
lar time, unless it—from the standpoint of the social-security department, the 
business was to continue. 

Question. I don’t think there was any question of the business having to 
continue. 

Answer. There never was any question. We are talking about a lot of 
suppositions here. 

Question. My point is, the scoial security department was in no position to 
move its policy anywhere else, it had an investment in the company, yet it 
did not have control. 

Answer. Well, I beg to differ with you. Whatever the facts may have been 
from a legal standpoint, it is my opinion that and certainly the intent was 
that they had full and complete control and I believe they did have control. 

Now, maybe the option itself wasn’t properly drawn or tight enough, but I 
think they did have absolute control of California Life. They could have ex- 
ercised that option and they could have bought and purchased all the stock 
of California Life. 

Question. But was this option the only document, to your knowledge, which 
protected their investment in this whole transaction? 

Answer. Well, there was a definite understanding that that was the way 
the thing was to be. 

(Juestion. I know, but was this understanding in writing, or was it merely 
cood faith on the part of the investors? 

Answer. Good faith, plus the fact that all you had here was a little time ele 
ment. It was necessary, as has been planned, to try and purchase the remain- 
ing class A stock of California Life just as soon as that was completed at the 
next meeting of the social-security department, the option was exercised. I! 
think you have got something in your mind here that I don’t see. I wish I 
could clear it up for you if such is the case, because I don’t seem to be con- 
vincing you. 

Question. My only argument is this, we have come to an impasse. I main- 
tain the social-security department had absolutely no protection of its in- 
vestment once it had switched the policy to California Life. Once it had 
invested in Founders Syndicate which was merely a holding company and 
which in turn used that same money, or a portion of it, to invest in California 
Life, it was in no position to move its insurance policy. Now, at that same 
time the Founders Syndicate common shareholders controlled the situation if 
they had chosen not to exercise good faith, what position would the social 
security department be in? 

Answer. Let me take your points 1 by 1. Your first point is, when they moved 
their business from Security Mutual to California Life, they were tied up 
completely. 

They were not tied up at all. They could have moved that business to another 
company at any time. It is true they would have suffered a loss, but a relatively 
small loss. 

Question. Except Mr. Dooley was holding control of the stock. 

Answer. It seems to me we are dealing with something that is so way up in 
the clouds almost, that I can’t quite see the importance of it. 

QJuestion. Your remarks are based on what has transpired since. 

Answer. On what I knew was going to transpire right along, also. 

Question. On what has transpired since, I agree with you that the thing can’t 
be found fault with by the committee, and it is not personal. It is interested 
in the picture as it happened at the time and the possibilities of what may have 
happened had the thing worked out in some other fashion. 

Answer. It seems to me that you are more worried about the time ele nent 
than anything else, and if you start to analyze that, you will see that there is 
a reason for the time lags all the way through. The necessity of obtaining the 
permit from the insurance department, which was held up purely for bureau- 
cratic reasons for some weeks 
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Question. They made an inquiry at one point, didn’t they, as to who the real 
parties at interest were? 

Answer. Yes. 

Question. At that time Mr. Saperstein did not have any stock in the Founders 
Syndicate. His was issued after that inquiry was answered? 

Answer. Probably not. I don’t know. 

Question. Along that same line, Mr. Wickes, there were two issues of common 
stock in Founders Syndicate, the first was on October 23, 1953? 

Answer. Well, was it? 

Question. The second was on December 23, 1953. On the second issue, Mr. 
Saperstein received stock for the first time? 

Answer. Did he? 

Question. Yes; he did. Don’t you know this? 

Answer. I should, but it is awfully hard to remember the details. As a matter 
of fact, if you asked me I would say that Founders Syndicate stock was issued 
in December 1953. I had forgotten about these in October. 

Question. There was an initial issue in October and I won’t presume to state 
why, but there was. 

Answer. That stock had to be issued in Nevada. That is a point here. He 
made a special trip to Nevada for the purpose of issuing the stock. 

Question. In December in addition to Saperstein, who appeared for the first 
time as a stockholder, Miss Doris DiGesu appeared; do you know who she is? 

Answer. I have been informed since, I didn’t know at that time. Is she asso- 
ciated with Mr. Naddeo? 

Question. Do you know why Saperstein did not become a stockholder in 
Founders Syndicate until December 23, 1953? 

Answer. I am sorry; I can’t tell you why. All I can say is that the—pardon 
me just a minute. 

Mr. TurNeER, Off the record. 

(Whereupon a short recess was taken.) 

Mr. Turner. Do you feel like resuming now, Mr. Wickes? 

Answer. Yes; I feel a little better now. I would much rather this go on 
until tomorrow, but I know you want to get back tomorrow. Is this informa- 
tion of any value to you? 

Question. Yes; it is. Do you have any copies? 

Answer. Yes; as a matter of fact, I gave Mr. Faris, I think it was, the originals 
of these. If you wish to take those, those are my copies, with you, you are 
welcome to them. They are a little dog-eared. 

Question. Let’s indicate, Stan, that we took a break at about 3: 20. 

Mr. Wickes. Put it at my request, because I was tired. 

Mr. TurNeR. After which Mr. Wickes furnished two documents, one entitled, 
“Memorandum: re commission negotiations with L. B. Saperstein on behalf of 
California Life.’ And the other, a letter from Mr. Wickes to Mr. O. F. Faris, 
president of California Life Insurance Co., which letter is dated March 14, 1955. 

Mr. WickEs. Just make a little note to that effect. 

By Mr. TURNER: 

Question. Mr. Wickes, in what connection did you prepare this memorandum 
on negotiations with Saperstein; do you recall? 

Answer. Yes. When Mr. Faris returned, he mentioned that there was some 
question with respect to Saperstein’s commissions and I prepared the memo- 
randum in the hope that I might assist either him or anybody else who was 
giving testimony, to present my views. 

Question. The memorandum is dated March 20, 1954. It should be 1955; 
is that correct? 

Answer. Very definitely. I am very sorry, could I correct that? 

Question. Yes, sir. 

Answer. Do you happen to have a pen? 

Question. I have. 

Answer. This was actually written out by me in longhand just the other day. 
As a matter of fact I did this over last weekend. I spent about 2 hours on it on 
2 separate days. 

Question. All right, sir. Now, we have missed one more thing inadvertently, 
which I would like to ask you again as a direct question, Mr. Wickes; at any 
time between August 6, 1953 and April 8, 1954, did Mr. Saperstein actually con- 
trol the California Life Insurance Co. through his stockholdings in Founders 
Syndicate; that is, as an individual? 
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Answer. Well, I can’t be more definite than by saying that in my opinion, 
definitely not, from the standpoint of: 

(a) Intent. 

(b) The option that was completed, I think, in October 1953, and; 

(c) The fact that Mr. Dooley, acting as trustee, held the stock of California 
Life and I cannot see how Saperstein himself could possibly as an individual! 
have exercised control over the company. 

Question: But is it accurate to say that the common stockholders of Founders 
Syndicate actually controlled California Life? 

Auswer. Yes, subject to the option. 

Question. The option was the only—— 

\nswer. Absolutely, but that was it. Now, maybe we didn’t do it right, I 
don’t know about that part of it, but certainly it was intended that the social 
security department would control California Life. I would like to be even more 
positive than that. I mean, there was never any question in my mind as an 
individual that social security department did not control California Life. They 
absolutely did have complete control of that company in my opinion. I tell 
you this, I would have been shocked and horrified and astounded if any action 
would have been taken that would have nullified that situation. 

Question. Outside of the option, which we have discussed fully, and the good 
intent on the part of the original investors which we have also mentioned, was 
there any document in writing to your knowledge which gave ironclad control 
of the situation to the social security department? 

Answer. Not to my knowledge. Can I interpolate something there? I have 
not seen or read the minutes of the social security department on any occasion, 
but I would imagine that the minutes of the meetings of the trustees would 
have made it quite clear that they controlled the California Life Insurance Co 

Question. Well, we find nothing in the minutes other than what we have dis 
cussed here. 

Answer. You have the option in the minutes; have you not? 

Question. We have a - 

Auswer. And the option itself is exercised. 

Question. We have the resolution which sets out the language of the option 
I have never seen the option as a document itself. 

\nswer. It exists, because I signed it. 

Question. When did you sign it, Mr. Wickes? 

Answer. I should think—I would say in October. It took a while to draw 
up. I know that it was looked over several times on several occasions I 
wouldn’t like to swear to the date right now, but let’s say as of October, the 
document was in process of formation. 

Question. Was this whole matter of purchase of California Life, placing of the 
insurance policy with them, the possible investment in Founders Syndicate, first 
brought up at the October 1953 trustees’ meeting, officially, that is? 

Answer. I would say, officially, yes. 

Question. Prior to that it had been on an informal unofficial basis? 

Answer. Quite. And furthermore, you must remember that the company 
well, that the people who owned control of California Life, would not have been 
willing to sell their stock finally. I mean, as it was sold in August if they had 
not been willing then, the whole thing would have just dropped. That would 
have been it. 

Question. I don’t follow you there. 

Answer. Well, until such time as this stock was purchased, they could have 
sold to somebody else and perhaps would have if they had received a very much 
larger price. 

Question. Where does that put the social security department? 

Answer. I am talking about August, it would have put the social security 
department right where it was before. 

Question. You are talking about August 6? 

Answer. Yes. 

Question. But they had an understanding all this time? 

Answer. Yes, it was more or less understood. 

Question. To the social security department? 

Answer. Yes, that is right. 

Question. All right. I have about two other things which I think will wind 
it up: Do you recall a meeting on April the 8th, 1954, at which Mr. Dooley 
issued checks from his trustee account to the various common shareholders 
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in Founders Syndicate representing their original investment in this entire 
transaction? 

Answer. Yes, I do. 

Question. Do you remember where that occurred, Mr. Wickes? 

Answer. Fairmont, I am almost sure. 

Question. Fairmont Hotel? 

Answer. Yes. 

Question. Was this the same general period as the trustees meeting ? 

Answer. Yes. 

Question. I think they met April 6, 7, 8, 9, something 

Answer. Yes, it was. In fact, I had a room at the hotel at the time and I 
was confused. At the time they had talked of having the meeting at the Sir 
Francis Drake, and it was at the Fairmont. 

Question. Who else was present at that meeting, Mr. Wickes? 

Answer. Well, all the trustees were there. 

Question. No, I am referring now to this specific meeting with Dooley, at 
which time he paid back the original investors. That wasn’t at a trustees 
meeting, Was it? 

Answer. Well, I got my check by mail, I think 2 or 3 days later. 

Question. But was there a meeting at which arrangements were made to pay 
this money back? 

Answer. I thought that was at a trustees’ meeting. Perhaps my memory fails 
me. My recollection is that the trustees at that time agreed that they were going 
to make the purchase of this stock. As far as the details were concerned, it w: 
left to Dooley to work it out. 

Question. Do you recall what arrangements were made at this meeting as to 
repayment in view of the fact that- 

Answer. I think the only arrangements made were everybody was to get their 
money back. 

Question. Regardless of the stock they actually held in Founders? 

Answer. Well, I don’t recall the details were discussed. Mr. Dooley knew who 
the people were who held the stock and they were receiving their money in ex- 
change for the stock, as I recall it. 

Question. Was Saperstein present at this meeting? 

Answer. Yes. 

Question. Naddeo? 

Answer. Yes, lam almost sure. 

Question, Yourself? 

Answer. Yes. 

Question. Mr. Dooley? 

Answer. Yes. 

Question. Anybody else? 

Answer. I think all the remainder of the trustees, Iam not sure. 

Question. Was Edell there? 

Answer. Yes, I think he was. 

Question. Friedlander? 

Answer. Yes, Friedlander was there too. 

Question. Miss DiGesu? 

Answer. If she was, I don’t recall her or having met her. 

Question. Do you recall, Mr. Wickes, whether a list was handed to Dooley at 
his request at this time—which list contained the amounts of money to be repaid 
and to whom it should be repaid? 

Answer. Well, that is pretty difficult. All I know is that the agreement was 
that the money would be paid back to the people who made the investment and 
I can’t recall of anybody giving Dooley a list, as far as that part goes. 

Question. I believe you stated, sir, that of the 4,000 shares, you actually held 
2.000: it was merely a mere paper issue? 

Answer. That is so, and I will say, however, that if it had been necessary for 
ine to have paid another $9,000 to purchase that remaining 2,000 shares I would 
have done so. 

Question. Did you know at this meeting, or did you find out at this meeting, 
that Edell actually represented Saperstein? 

Answer. No, sir. 

Question. Did you later find that out? 

Answer. The only thing I can say about that is that it seemed to me that Edell 
and Saperstein were pretty close. 
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Question. Did you know of your own knowledge whether or not Edell held 
stock in Founders Syndicate for Saperstein? 

Answer. No, that I did not know. 

Question. Did you know whether or not anyone else held stock for him in 
Founders Syndicate? 

Answer. No, I did not. You see, those transactions were handled through 
Dooley as trustee and I issued stock in accordance with his instructions as to 
the persons to whom the stock was to be issued. 

Question. Are you saying then, Mr. Wickes, that Mr. Dooley would be entirely 
familiar with this situation ? 

Answer. Yes, I think so. 

Question. The stock picture? 

Answer. Yes. 

Question. Who held the stock for whom and such things as that? 

Answer. Well, he held the stock. 

Question. I am talking about Founders Syndicate now, not California Life 

Answer. Oh, no, I would not necessarily say that, because so far as the pur 
chase of the California Life stock was concerned, he handled that and he held 
those certificates. Then the actual issuance of the Founders certificate stock wa 
made on the basis of information which he was given, I presume. 

Question. From whom? 

Answer. Well, I presume it would come from Saperstein or from myself, with 
respect to my own stock, or from anybody else who had actually made an invest- 
ment in it. I mean, he knew I had made an investment of $9,000, so I would have 
so many shares coming to me. He also knew about the 2,000 shares which we 
have discussed. 

Question. AS a trustee in this transaction, would it be necessary for Dooley 
io know who put up the money and how much money was put up by each 
individual? 

Answer. I really don’t know. I mean, after all, as far as Dooley is concerned, 
I have no right to speak for him. I mean, as far as I am concerned. This whole 
transaction was a formation of a pool to purchase control of California Life 
tor the social security department. 

Question. And did Saperstein represent the major portion of the pool? 

Answer. I would say he did, yes. 

Question. Did any agreement exist whereby the union itself was to put up 
this money through Saperstein? 

Answer. Not that I ever heard of. 

Question. In other words, as far as you know, he was acting as an individual ; 
is that correct? 

Answer. Well, as far as I know, except he may have been acting on behalf 
of other people as well. As, for example, Edell. I can’t even tell you now 
what Edell’s true picture was in the situation. 

Mr. Turner. Off the récord. 

(Whereupon a brief discussion was held between Mr. Turner and Mr. Wickes 
off the record.) 

Mr. TurNEZ. Question. Mr. Wickes, do you know why Saperstein appeared for 
the first time as a stockholder on Founders Syndicate on December 23, rather 
than October 23, when an initial issue was made? 

Answer. No, I do not. 

Question. You have no idea? 

Answer. No, I can’t think of any particular reason. I mean, he might just 
as well have been in the original issue as far as I am concerned. 

Question. 'That was my point, of course. Do you think it would have had any 
effect, the fact that the investment by the social security department occurred 
in between October 23 and December 23? 

Answer. I am sorry, I still can’t get the point of these dates. I mean, the 
transaction was completed by the purchase of stock of the California Life. So 
far as contro! of the California Life was concerned, that stock was transferred 
to Founders Syndicate and then the social security department was given the 
option—we keep on belaboring that, but it has to come up apparently—was given 
the option to purchase the stock of California Life and Founders Syndicate. 
Now, as far as the stockholders of Founders Syndicate are concerned, it was 
purely a question of putting up money until such a time as all transactions conld 
be completed including the purchase of additional shares. When that was done, 
the social security department in effect bought control of the California Life, 
as we have just discussed it. 
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Question. In other words, you, Mr. Dooley, Mr. Saperstein, and possibly others 
in effect simply loaned money to complete a transaction whereby the social secu- 
rity department could eventually take over indirect control of this company? 

Answer. That is so, or direct—well, yes. All right, indirect if you wish. 

Question. Originally; and you expected no profit, charged no commissions, 
no fees? 

Answer. That is so. That was agreed on right at the start there would be no 
profit to anybody on the transaction. 

Question. It was all on good faith? 

Answer. Right. 

Question. Well, your memorandum as to the discussions you had with Saper- 
stein about commissions of course covers some of the further questions I had. 
The only thing I would like to ask is this: Do you feel that an 8% percent 
commission, which was what he received in total on this case after it went to 
California Life, do you feel that was justifiable in the light of the service he 
performed? 

Answer. In the light of the service he performed, no. In the light of the 
Service that he would have performed had there not been these difficulties with 
respect to union group insurance, I think the answer is, “yes’’; because Saper- 
stein certainly was a master at developing these union cases. I mean, he would 
travel all over the country and attend meetings and see people and a 16-hour day 
sort of thing was nothing to him at all. I think he really enjoyed it, and I 
think he was successful in that and we haven’t built the case probably as much 
as it would have been built had there been no publicity in respect to union cases 
and difficulties and so on, and if Saperstein had been able to carry on in the 
past 18 months as he did before, that is apart from his repvtation which suffered 
since this darned transaction took place. However, I would like to point out 
at this stage and emphasize the fact that the 814 percent commission was made 
for 1 year only and for the first policy only, and it was—well, if any renewal 
commission had been paid, or was to have been paid, it would have been under 
very much lower rate. 

Question. Did you inform the trustees of the social security department as 
to this 8% percent commission arrangement that was made? 

Answer. Not officially, no. 

Question. Did you feel under any obligation to do so? 

Answer. No, I did not. I still don’t feel any under any obligation to do so. 

Question. Weren’t you named the consulting actuary April 19538, at $10,000 
a year? 

Answer. Yes. Except, you have stressed there was an obligation on my part 
to tell them. They have never asked me what commissions have been paid to 
the soliciting agent. The contract that is made with the soliciting agent is made 
between the insurance company and the agent. As far as my training in the 
insurance business is concerned, it is not customary to divulge to a third party 
what commission is being paid. For example, let me ask you a question; has 
your broker ever told you what commission he gets on a policy? 

Question. I am not a holder in a group case with a 114 or 2 million dollar 
premium. Have you seen copies of bids sent out in welfare fund cases asking 
them for breakdowns on commissions, retentions, home-oflice expenses, etc.? 

Answer. Latterly, yes. 

Question. I think the trustees of almost any welfare fund have a vital and 
definite interest in the commissions paid on their insurance policy, because it 
can work to their detriment if the commissions are high. Now, if those same 
trustees have an insurance consultant or an actuary whom they are paying 
for expert advice in that field, it seems to me he would advise them if he has 
knowledge on it, as to the commissions, the retentions, and the other factors 
in which they are interested. 

Answer. I think we have covered that fairly thoroughly and insofar as 
transfer of this case to California Life is concerned, I assured the trustees that 
in my opinion the net result would be a better return on the money that was 
being put in than they had previously obtained. 

Question. But you did not advise them of this commission arrangement; 
correct, sir? 

Answer. No, nor did I advise them what the taxes were, or the other details 
of the expenses of operation of the group business. Why sink a lot of commis- 
sions, 

Question. All right. Did you advise them about retentions? 
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Answer. Well, I have told you that I told them that the retentions would be— 
the company would not exceed 7% percent plus commissions and taxes. If 
they had asked about the commissions they would have been told, but there 
again, I think that it is important, Mr. Turner, in all fairness to me and to 
everybody concerned in this thing to understand that this so-called high rate 
of commission—which is now understood to be a high rate of commission—was 
nevertheless undertaken with the idea that the commission paid to the agent 
would be a substitute for the overhead expenses. Now, that is a fact and 
where one begins and the other ends, I don’t know. 

Question. I believe that you indicated that you contacted the State insurance 
department, Mr. Wickes, and determined from them that—or you contacted 
them regarding the possible acquisition of this company by the social security 
department; correct? 

Answer. That is right; in July I think it was. 

Question. And I believe that later on they inquired in connection with this 
possible investment in California Life, class A stock by Founders Syndicate as 
to the real parties in interest? 

Answer. And they were told verbally at that time that it was the social security 
department of the Laundry Workers Union. 

Question. Verbally? 

Answer. Verbally. 

Question. I see. 

Answer. On two occasions Mr. Dooley reported to me that he had informed 
them of that and another occasion Mr. Fullenwider. I think he was at that 
time counsel of the insurance department and he was told that—I would say 
that would be in November—by Mr. Dooley and myself that the social security 
department was purchasing control of California Life. I mean, you keep on 
harping on this, Mr. Turner, and it almost seems as though you would think 
that that was not the intent and that you have some reason. 

Question. Mr. Wickes, I am not harping. I am not trying to 

Answer. I am sorry for using that word. So far as I am concerned, that was 
the intent that was carried through. 

Question. I understand. I understand what you are saying, but I repeat that 
the committee is interested in the actual situation and the possibilities which it 
contained. 

Answer. Well, it is very unusual and will continue to be unusual to find an 
established life insurance company of which such a large percentage of stock 
can be purchased so relatively easily. Usually it is pretty closely held and 
hard to purchase so it would mean forming a new company, actually. Generally 
speaking too 

Question. Did you make an examination of that company prior to the time 
you recommended this placing of the insurance policy with it, ete.? 

Answer. Yes, I looked over their statements and I obtained their actual 
reports, I visited the insurance department of the California Insurance Depart- 
ment and discussed the position of the company and its affairs with that depart- 
ment, but mind you, this company was purchased at what I considered to be a 
pretty reasonable price for a going concern and the—let’s put it this way: if 
the company had a much larger volume of insurance in force and much more 
active agency information, it would have been a much larger company. 

Question. It was a very sthall company? 

Answer. Yes. 

Question. Beginning October 1, 1953, you were named actuary by the social 
security department at $10,000 a year; is that correct, sir? 

Answer. That is right. 

Question. And I believe you said you had been acting in the same capacity at 
$1 a year? 

Answer. No, that is not correct by any means. I was acting as an actuarial 
advisor at $1 a year, but more on a friendly basis, not as I have been later, visit- 
ing Indianapolis, putting in a puncheard, etc. 

Question. I don’t mean to imply you haven’t earned a salary you weren't en- 
titled to or anything of that sort of thing. 

Answer. No, but this was a courtesy. I was trying to help them out. They 
were going up, there were some problems with the cases to which all these females 
and the female benefits, etc., and those things really needed to be worked out. 
I spent a lot of time on this thing actually. The bulk of my time has been spent 
on this and the California Life end of it during the year I have been here. 

Question. Do you have anything you want to put in here now, a statement of 
some sort? 
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Answer. I am so tired I did want to say something after this, but I don’t think 
I can say anything now. I would like to reserve the right, however, to review this 
and possibly write a letter to the committee which would, if you think it advis- 
able, be in the nature of a concluding statement. Quite frankly, at the moment, 
from a mental standpoint I just couldn’t go on much longer. 

Question. All right, sir. Will you state to the reporter then, that to the best 
of your knowledge and belief these statements you have made are true and 
correct? 

Answer. Yes, I am glad to make that statement. 

Question. Would you go ahead and make it, sir, in your own words? 

Answer. Yes. To the best of my knowledge and belief, the statements I have 
made in answer to the questions that Mr. Turner has propounded today are true 
and correct. In view of the fact that, because of a recent heart attack, my phys- 
ical condition is not up to par, it may be that the answers to some of the questions 
could be improved or clarified and I would like this testimony read with this 
thought in mind. 

I hope you understand, Mr. Turner, that I was anxious to cooperate with the 
committee in every possible way. 

Question, Certainly, we do. 

Answer. And there is no attempt being made to conceal anything and perhaps 
I might say this, that in my opinion this whole transaction has turned out to be a 
very successful one and I feel positive that the insured members who are 
covered by the social security department's welfare plan will receive the utmost 
in benefits from the dollars in contributions that are being paid. Maybe this 
should go on the record. Just a second, I have something here. 

Mr. TuRNER. We can’t fill it up much more, Mr. Wickes. 

Mr. WIicKEs. These are actual basic rates. I think Faris has a copy of it. 
Anyway, you know there are seven classes in this case. These are the actual 
rates that we are charging for the benefits for the various classes on the basis 
of the present published rates of Massachusetts Mutual, Connecticut General, 
New York Life, and you will note that they run—you will note that the rates 
charged are probably pretty close to 60 percent on the average. 

Mr. Turner. Higher. 

Mr. Wickes. Yes. In other words California Life rates— then on top of 
that we can certainly make another increase in benefits of $300,000 a year right 
now. We have now broken down for each little tiny bit of coverage, even 
miscellaneous hospital benefits for example. It is a separate entity, exactly 
what it costs in our claim experience and what we are charging for it. So, 
for each class and each little breakdown in that class, we know exactly what 
the differential is between what is being charged at the present time and the 
rate. We know that we have about $300,000 we can spend and we can allocate 
that over the whole thing which is going to make a pretty darn good showing 
in a case of this kind. 

Mr. Turner. All right, You can quit now. 

(Whereupon at 4:05 p. m., March 23, 1955, the statement was terminated.) 

We Heresy Certify, That the foregoing is a full, true and correct transcript 
of the statements given by Haines Boyd Wickes on the 23d day of March 1955, 
at the premises of 150 Fonte Boulevard, Apartment 9-E, San Francisco, Calif. ; 
that it is a full, true and correct transcript of ail the questions propounded 
by Blake EB. Turner and the answers given thereto by Haines Boyd Wickes on 
the aforementioned date and at the aforementioned premises; that we reported 
the same in stenotype, being duly qualified ‘by the California State Board of 
Shorthand Reporters as certified shorthand reporters, and thereafter had the 
same transcribed into typewriting as herein ‘appears. 

, D. E. RICHARDSON, 
Certified Shorthand Reporter 
(Reporter of Morning Portion of Statement). 
S. J. RICHARDSON, 
Certified Shorthand Reporter 
(Reporter of Afternoon Portion of Statement). 

In witness whereof I have hereunto set my hand and affixed my official seal 
in the city and county of San Francisco this 23d day of March 1955. 

D. BE. RicHArpson. 
Notary Public in and for the City and County of San Francisco, 
State of California. 


My commission expires July 19, 1955. 
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senator ALLOrT. Mr. Chairman, there is one item that I am not 


certain about. And I presume you are about through with the wit 
id 
nesses + 


Senator Dovcias. Yes. So far as I know we are through with the 
witnesses as of this moment. 

Senator Atiorr. I would like to inquire of Mr. Leece if the minutes 
of the board of trustees of October 6, 1953, are in the record. 

Mr. Leecr. No, they are not. 

Senator ALtvorr. I would like to inquire further if he does not think 
that those minutes should be set forth in toto? 

Mr. Lerce. I do, Senator. 

Senator Doveias. We will have the pertinent portions of those min- 
utes made part of the record. 

(The document referred to was marked “Exhibit 40.) 


Exnisit 40 


MINUTES OF THE 16TH MEETING OF THE BoArD OF TRUSTEES OF THE SocrtAL SECURITY 
DEPARTMENT OF THE LAUNDRY WORKERS’ INTERNATIONAL UNION 


The undersigned, the duly appointed, qualified, and acting trustees of the 
social security department, Laundry Workers’ International Union, hereby con- 
sent to the holding of the 16th regular meeting of the board of trustees at 
Chicago, Ill., on October 5 and 6, 1953, and do hereby consent to the transaction 
of all bnsiness which may come before the meeting. 

CHANTRY W. Davis. 
JOHN D. TooMey 
SAM J. BYERS. 
CHAS R. GOLDSTEIN. 
MATTHEW J. DOOLEY. 
WINFIELD CHASMAR. 


The 16th regular meeting of the board of trustees of the social security de- 
partment was held on October 5 and 6, 1953, commencing at the hour of 10 
o'clock of the morning of October 5 at Chicago, I. 

Upon the request of Chairman Byers, Secretary-Treasurer Matthew J. Dooley 
conducted a rolleall of the trustees, and it was found that all trustees were 
present at the meeting. In addition, the following persons were also present 
at the meeting, upon the invitation of the board of trustees: Louis B. Saperstein, 
insurance consultant to the social security department; and EB. C. James, general 
secretary-treasurer of the Laundry Workers’ International Union and deputy 
trustee of local No. 46, of the Laundry Workers’ International Union. 

Chairman Byers took the chair and convened the meeting, whereupon he 
inquired of Secretary-Treasurer Dooley as to whether or not he had sent a copy 
of the minutes of the 15th regular meeting of the board of trustees of the social- 
security department to each of the trustees indicated. Secretary-Treasurer 
Dooley replied in the affirmative, and each of the trustees stated that he had 
received a copy of said minutes and had read them. The question was raised 
by Chairman Byers as to whether it was deemed necessary to proceed with the 
reading of the minutes of the previous meeting, since all of the trustees had 
already read them. It was the consensus of the trustees that it would be super- 
fluous to read the minutes, especially in view of the amount of other material 
to be considered by the board and the limited time to transact all necessary 
business. Whereupon, upon motion made by Trustee Chantry W. Davis, and 
seconded by Trustee Charles R. Goldstein, the following resolution was unani- 
mously adopted : 

“Be it resolved, That the reading of the minutes of the 15th regular meeting 
of the board of trustees of the social-security department, Laundry Workers’ 
International Union be, and the same is, hereby dispensed with.” 

Chairman Byers then asked the trustees whether or not there were any objec- 
tions, changes, amendments, or modifications to be made in the aforementioned 
minutes, and it was the consensus of opinion that the minutes appeared to be 
in order with no changes being necessary. Whereupon, upon motion by Trustee 
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Chantry W. Davis and seconded by Trustee Charles R. Goldstein, the following 
resolution was unanimously adopted: 

“Be it resolved, That the minutes of the 15th regular meeting of the board 
of trustees of the social-security department of the Laundry Workers’ Inter- 
national Union be, and the same are, hereby approved as submitted by Secretary- 
Treasurer Dooley.” 

The chairman then asked Secretary-Treasurer Dooley for the next order of 
business, and Secretary-Treasurer Dooley stated that ordinarily the unfinished 
business from the previous meeting would be presented. However, since Mr 
Saperstein had some insurance matters to present to the board of trustees, and 
since his time was limited, Trustee Dooley recommended that Mr. Saperstein 
be given an opportunity at this time to present his suggestion to the trustees. 
This was agreeable with Chairman Byers and the other trustees, and at the 
direction of Chairman Byers, Mr. Saperstein took the floor. 

Mr. Saperstein explained that for some time he has felt there is a need for an 
actuary to give some thought to and advise upon the operation of the insurance 
part of the welfare plan of the social security department of the Laundry 
Workers’ International Union. He pointed out that the reserve fund is increas- 
ing, and in order to be able to wisely decide what benefits to increase and what 
premium rate should be established for the death benefits of retired members who 
are 65 years of age with 20 years’ continuous membership in the Laundry 
Workers’ International Union, it was his opinion that someone should be em- 
ployed by the board of trustees to assist them in these matters. He brought out 
in the discussion which ensued the problem of self-insurance with another or 
ganization where several millions of dollars are involved, and explained that 
the self-insurance feature of their welfare program was instituted without any 
actuary studying the problem, with the result that the funds of the organization 
are in a very precarious position. Mr. Saperstein recommended that an actuary 
be appointed by the board of trustees to go over the records and funds of the 
social security department of the Laundry Workers’ International Union, in 
order to ascertain what the age groups are of the members who are covered under 
the welfare plan, and see how the insurance rate works out as far as the age 
groups are concerned. He gave as an example the fact that the 40,000 or 50,000 
members covered under the welfare plan of the social security department of 
the Laundry Workers’ International Union might have a potential liability of 
$37,500,000, and he felt that the board should be apprised of such facts. Further, 
he pointed out that the members covered under the plan are getting older each 
year, and the cost to insure the members, as far as death benefits are concerned, 
raises correspondingly higher. He also explained that an insurance company has 
a diversified coverage, wherein members are dropped from the insurance records 
and replaced by younger persons in many instances. However, he pointed out 
that when a man receives a policy under the welfare plan of the social security 
department, it is a permanent policy, and he mentioned that when a person 
receives a $750 death benefit coverage, it is immediately a liability out of the 
funds of the social security department. As explained by Mr. Saperstein, an 
actuary would be able to study the plan and see how much liability there is at 
this time, and he stated that in asking to be allowed to speak to the board of 
trustees he had merely wanted to make the recommendation that an actuary be 
appointed. 

Trustee Dooley reminded the other trustees that since the inception of the 
welfare plan of the social security department of the Laundry Workers’ Inter- 
national Union the board has had the advantage of the advice of Mr. H. B. Wickes, 
and that it has always been very helpful. He also mentioned that about a year 
ago there was a discussion among the members of the board of trustees as to the 
possibility of raising the benefits, and Mr. Wickes made a very careful study of 
the situation and advised them to defer the increasing of the benefits until there 
was a better overall picture, particularly in view of the age groups of the mem- 
bers, for example in San Francisco. Trustee Dooley then pointed out that in 
San Francisco there are a number of organizations administering a welfare plan 
similar to that of the Laundry Workers’ International Union, and they have had 
their benefits decreased or their premium raised in order to meet the benefits, 
simply because of the fact that their benefits were too great in the beginning, 
and the claim loss ratio was correspondingly high. 

Mr. Saperstein interrupted at this point to remind the board of trustees that 
as the members who are covered become educated to the benefits which they are 
entitled to under their welfare plan, the claim ratio will go higher, and each year 
as the welfare plan grows and becomes older the figures will rise as far as the 
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death claims are concerned. He further mentioned that an actuary would be 
able to study the situation thoroughly and give sound advice as far as handling 
the fund, because, as Mr. Saperstein pointed out, the members of the board of 
trustees really are not insurance authorities. 

Trustee Dooley asked Mr. Saperstein what he thought it would cost to obtain 
the services of an actuary, and Mr. Saperstein explained that some of them get 
from $35,000 to $40,000 a year, while others are appointed and paid on a daily 
basis of, say, $200 per day. However, he recommended that it would probably 
be best and more satisfactory to set up the appointment on a yearly busis for 
full services, rather than daily. 

Trustee Goldstein stated that for the benefit of the two new trustees, 
he would like to mention that one of the reasons the welfare pian has been as 
successful as it has is because of the advice and recommendations that Mr. Saper- 
stein has given to the board of trustees from time to time. Trustee Goldstein 
pointed out that Mr. Saperstein’s foresight and vision has more than paid for 
itself, and stated that now since he is recommending the services of an actuary, 
plus the fact that the trustees are responsible for a very large fund, he felt it 
unwise for the board of trustees to increase the coverage without proper advice. 
He further mentioned that in his opinion the only person who could give such 
advice to the trustees is an actuary. He explained that when he has a legal 
problem he goes to a legal man, when he has a medical problem he goes to a 
physician, and in the case of any insurance problems, he felt that the board should 
go to an insurance man to get the proper advice. 

There was considerable discussion among the members of the board of trustees, 
and it was their opinion that someone should be employed in the capacity of 
actuary, whereupon, upon motion made by Trustee John Toomey and seconded 
by Trustee Winfield Chasmar, the following resolution was unanimously accepted : 

“Be it resolved, That the board of trustees of the social-security department of 
the Laundry Workers’ International Union employ the services of an insurance 
actuary to guide and advise said board of trustees regarding the many insurance 
problems arising in connection with the administration of the welfare plan of 
the social-security department of the Laundry Workers’ International Union.” 

Chairman Byers then stated that he would now entertain a motion as to how 
to establish the services of the actuary, and recommended that he be employed 
on a full-time basis. 

Mr. Saperstein asked Chairman Byers for permission to present a suggestion 
to the board of trustees, and Chairman Byers invited him to proceed. He 
informed the trustees that Mr. H. B. Wickes, who was formerly vice president 
of the Security Mutual Life Insurance Co., has now resigned to become a free- 
lance actuary. He pointed out to the new trustees that Mr. Wickes has given 
the welfare plan of the social security department the benefit of his services for 
$1 a year, in the past. By the way of history, he explained that Mr. Wickes is 
a “fellow” in the American Society of Actuaries of which there are only a few 
hundred in the United States. He mentioned that Mr. Wickes left the Security 
Mutual because he wanted to live in California near a son, and that he is now 
living in San Francisco. Trustee Davis asked how practical it would be to have 
an actuary in San Francisco with the office of the Social Security Department 
in Indianapolis, and Mr. Saperstein stated that it is not unusual for an actuary 
to be in New York while giving services to people all over the country. During 
the discussion which followed Trustee Dooley stated that he thought Mr. Wickes 
would be available for $10,000 a year on a full-time basis as far as giving actuarial 
advice. There was a lengthy discussion among the trustees as to the appointment 
of an actuary, and it was the consensus of Chairman Byers that in view of his 
experience and ability, as well as his familiarity with the welfare plan, that 
Mr. Wickes would be the logical person to appoint. There was a discussion as 
to whether the actuary should be reimbursed for his expenses to and from In- 
dianapolis, and Chairman Byers felt that he should be reimbursed for such 
reasonable expenses. Trustee Dooley stated that he has seen so many plans in 
California go “sour” that he felt it was imperative that an actuary be employed. 
Trustee Davis felt that the problem was whether to employ Mr. Wickes or whether 
someone else should be considered before reaching a decision. Trustee Dooley 
also pointed out that Mr. Wickes was very familiar with the plan of the social 
security department of the Laundry Workers’ International Union, having lived 
with it for 3 years. Chairman Byers explained to Trustée Davis that Mr. Wickes 
has been very faithful in helping the board of trustees all along with their 
problems, and attending meetings on an advisory basis. He further stated that 
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in his opinion he would be the best person for the appointment from an overall 
standpoint. 

Trustee Toomey asked Mr. Saperstein whether or not, from an insurance stand- 
point, he felt that $10,000 a year was very reasonable for such services, as in 
most cases the minimum for:full services of an actuary is $200 a day. Trustee 
‘Toomey also asked Mr. Saperstein how, in his experience in the insurance world, 
he felt Mr. Wickes compared with other actuaries throughout the country. Mr. 
Saperstein explained to the trustees, that due to the fees which most actuaries 
get for their services, he felt that they would be getting Mr. Wickes’ services at a 
very reasonable figure for $10,000 a year. He also stated it has been his experi- 
ence that Mr. Wickes is one of the best actuaries in the country. Trustee Davis 
asked Chairman Byers if he would like to personally see Mr. Wickes retained, 
and Chairman Byers said that he thought he was the logical man, particularly 
in view of his knowledge of the insurance business as well as the welfare plan 
of the Laundry Workers’ International Union. Trustee Toomey felt that the 
board would certainly not make any mistake in appointing Mr. Wickes. There 
was a lengthy discussion among the members of the Board of Trustees, and it was 
their opinion that Mr. Wickes was the logical person for the appointment as 
actuary. Whereupon, upon motion made by Trustee Winfield Chasmar and 
seconded by Trustee Chantry W. Davis, the following resolution was unani- 
mously adopted : 

“Be it resolved, That Mr. H. B. Wickes be appointed and retained as actuary 
for the social-security department of the Laundry Workers’ International Union, 
from year to year, upon a fee basis of $10,000 per year, payable monthly, together 
with normal traveling expenses incurred in connection with his duties as such 
actuary, all of which is to be effective as of October 1, 1953.” 

Trustee Goldstein made the suggestion that Mr. Wickes be called into the 
meeting to be apprised of the Trustees’ decision, and Chairman Byers asked 
Mr. Saperstein to telephone him and invite him to attend the meeting. 

Chairman Byers expressed the opinion that since it would only take Mr. 
Wickes a short time to present himself at the meeting, it would be wise to have 
a short intermission, rather than beginning new business and then having to 
stop. 

After a short interval Mr. Wickes entered the meeting room, and was greeted 
by the members of the board of trustees. After inviting him to be seated, 
Chairman Byers then explained to Mr. Wickes that with the unanimous approval 
of the board of trustees he had been appointed as actuary to the social-security 
department of the Laundry Workers’ International Union, at a stipulated fee 
of $10,000 a year, payable monthly. Mr. Wickes expressed his appreciation to 
the members of the board of trustees for the privilege of serving as the actuary 
for the social-security department, and assured the trustees that he would do 
everything within his power to help the board of trustees in every way possible. 
Chairman Byers then asked Mr. Wickes to explain and give the members of the 
board a little of his training and background as an actuary. Mr. Wickes ex- 
plained that he became interested in the insurance business and really got his 
start along these lines back in 1916. Later he became very interested in becom- 
ing an actuary, and passed his first actuarial examination in 1920. He men- 
tioned also that he belonged to the American Society of Actuaries, and in ex- 
plaining what this means in insurance circles, he pointed out that it usually 
took from 4 to 6 years to become an associate actuary, and in his case it took 
5 vears. He obtained his fellowship in the society in 1931, and stated that the 
total membership in the Society of Actuaries at the present time is about 12,000 
throughout the United States and Canada, with around 500 members being 
“fellows” and the remainder “associates.” He stated that the examinations 
are very difficult, and while 600 or 700 will try the first examination, there will 
only be around 30 or 40 who will graduate as a fellow. For a number of years 
he has been associated with the Security Mutual Life Insurance Co., and at 
the time of his resignation was a vice president of the organization. He ex- 
plained to the trustees that at the present time he has opened an office in San 
Francisco, and is interested in setting up his own business, especially in the 
way of old-age and health welfare plans. Trustee Dooley asked Mr. Wickes if 
it wasn’t true that an actuary is a person who has a very comprehensive know]l- 
edge of insurance work in general. Mr. Wickes stated that this was very true, 
and that there is an extreme shortage of actuaries at the present time. Trustee 
Davis questioned him as to what the difference was between a statistician and 
an actuary, and Mr. Wickes explained that while their work was very similar 
in some respects, he would say that the chief difference is that in most cases 
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9 statistician uses figures for the past or present conditions, while an actuary 
projects his figures into the future for use at a later cite 

lrustee Dooley then mentioned to the trustees that it was his understanding 
there would soon be a dividend paid to the social security department by the 
Security Mutual Life Insurance Co. for the year ended September 30, 1958, 
and that it would be in the neighborhood of $300,000 He was of the opinion 
that since Mr. Wickes was present, it might be well for him to give the board 
some idea of What was taken into consideration when the dividend is computed 
by the insurance company, and Mr. Wickes said he would be very happy to 
comply. Mr. Wickes then proceeded to explain that the Security Mutual Life 
Insurance Co, has some 2,000 employers insured, and that all the administrative 
cost is borne by all the various groups which are covered. In this manner 
the Laundry Workers’ International Union, and other groups of this type, are 
paying part of the cost of administration for all the groups. He went on to 
say that for a long time he has felt that there is an opportunity for a group 
case, such as that of the social security department of the Laundry Workers’ 
Internatonal Union, in that if a plan such as this could be self-administered 
it would not have to have the staff which is involved when there are a number! 
of groups to be serviced. The insurance company takes all of its costs in 
administering the various programs for each of the groups and divides it, so 
that the Laundry Workers’ International Union has had to bear part of the 
cost of the other groups. Mr. Wickes was of the opinion that it would mean an 
increase of ut least 2 percent of the gross premium income if the group plan 
of the Laundry Workers’ International Union was on a self-administered basis 
Trustee Dooley then asked Mr. Wickes if, since the Security Mutual Life Insur- 
ance Co. prorates its cost among all of the groups which they have covered, it 
would be to the advantage of the social security department to be covered by a 
company which would not have such a large group of plans to be covered. Mr. 
Wickes replied that there would definitely be an advantage. Trustee Dooley 
asked if there were any insurance companies which Mr. Wickes knew of thai 
would be able to handle such a setup, and Mr. Wickes mentioned that he has 
become an actuary for the California Life Insurance Co., located in Oakland, 
Calif., and it is his intention to set up a group plan such as this. Mr. Saperstein 
explained at this point that when you can get an organization set up on a self- 
billing basis, where each group will bear its own expense, the dividend will be 
greater. ‘Chairman Byers asked Mr. Wickes for his thinking and recommenda- 
tion as to whether the social security department of the Laundry Workers’ 
International Union shouldl plan on being insured with the California Life 
Insurance Co., effective October 1, 19538. Chairman Byers then explained to 
Trustees Davis and Chasmar that the contract which the social security depart 
ment has with the Security Mutual Life Insurance Co. expired September 30, 
1953, and that something would have to be decided at this meeting as to whom 
they should place their insurance contract with. He also mentioned that it was 
his understanding that the Security Mutual was not going to continue with group 
coverage. 

Mr. Wickes expressed the opinion that the social security department would 
definitely make a saving of 2 percent on the dividend, which he felt was probably 
being conservative, and he was of the opinion that this was a big item to be 
considered. Chairman Byers then reminded the trustees that Mr. Saperstein 
has the contract with the group insurance, and that he could put it with any 
company he might want to. Mr. Saperstein affirmed that while he is the insur 
ance broker, he has never exercised his right as far as placing the contract, but 
has always left this to the discretion of the board of trustees. Trustee Davis 
then asked if the social security department would lose anything by making the 
changeover now, since October 1 had already passed, and Trustee Goldstein 
stated he thought this was a very pertinent question. Mr. Wickes assured the 
trustees that if they decided to be insured with the California Life Insurance 
Co., coverage would be made retroactive to October 1, 1953, which would mear 
there would be no lapse in their coverage. 

Trustee Toomey felt that Mr. Wickes should give the board of trustees some 
of the history of the California Life Insurance Co., if it was going to be considered 
in placing the insurance coverage. Mr. Wickes explained that it is not as large 
a company as the Security Mutual Insurance Co., but that he had thoroughly 
investigated it and found its assets are in first-class condition and that it has a 
sound financial condition. He explained that arrangements have been made 


i 


with Mr. S. C. Hvassman, who was formerly with him at the Security Mutual] 
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Life Insurance Co., to become a vice president of the company, and he will work 
with Mr. Wickes. Trustee Davis asked if all the legal questions in regard to 
other States have been taken care of, and asked Trustee Dooley and Chairman 
Byers if they had looked into other companies and compared them with the 
California Life. Trustee Dooley explained he was interested in placing the 
insurance with a company where the premiums would be the same and there 
would be no decrease in the benefits. Mr. Wickes explained that the California 
Life Insurance Co. would charge the same premium rates as those being paid 
to the Security Mutual Life Insurance Co. On the basis of the premium rates 
paid to the Security Mutual, Mr. Wickes explained that there has been a very 
satisfactory loss ratio, and he felt that the loss ratio would continue to be very 
satisfactory. 

Mr. Wickes explained to Trustees Davis and Chasmar that 3 years ago one of 
the things which impressed him about the board of trustees was their desire 
to operate their welfare plan on a sound basis. He explained further that 
some of the insurance companies in their anxiety to get groups covered cut the 
premium so much that the premiums are now working out unsatisfactorily 
Trustee Toomey asked of these things happened to good sound companies, and 
Mr. Wickes stated that they definitely did, and that it could be charged to “over- 
selling.” Mr. Saperstein explained that most companies throughout the coun- 
try are increasing their rates or not renewing the contracts unless they get more 
money. Trustee Dooley explained that the Teamster’s Union in San Francisco 
has about 5,000 members covered with the Occidental Life Insurance Co. He 
stated that with the number of people insured and the amount of premium going 
to the insurance company, you would think they would be a little understanding. 
However, they now want the premium increased to $9.50 per month, from $8.65 
per month, with a cut in the benefits, and stated that unless this is done, there 
will be no insurance. Trustee Davis then asked Trustee Dooley if he felt that 
the California Life Insurance Co. would be the best company to be insured with 
now, and Trustee Dooley stated that since he was not an insurance authority, 
he felt that Mr. Wickes should be the one to give an opinion as to the advisability 
of insuring with this company. Mr. Wickes expressed the thought that under 
the California Life Insurance Co. the welfare plan could be established on a 
self-billing basis, which would be a big advantage resulting in substantial savings 
and thus increase the amount of any dividend. Trunstee Davis then asked 
Mr. Wickes if he would recommend to the board of trustees that the insur- 
ance be given to the California Life Insurance Co., and Mr. Wickes stated defi- 
nitely that it would be to the advantage of the social-security department of 
the Laundry Workers International Union to do so. Trustee Goldstein stated 
that he was inclined to accept the recommendations of the insurance consultant 
and the actuary particularly in view of the fact that the Social Security Depart- 
ment was not being penalized in any way by changing companies. 

There was considerable discussion among the Trustees regarding the transfer 
of the social security department’s business to the California Life Insurance 
Co. The Trustees weighed the “pros” and “cons” of changing the insurance 
carriers, the stability and soundness of the California Life Insurance Co., and 
generally the advantages that would inevitably accrue to the social security 
department. Finally it was decided that in view of all the factors involved, 
it would be a wise move to make the change in insurance carriers. Whereupon, 
upon motion made by Trustee Charles R. Goldstein and seconded by Trustee 
John Toomey, the following resolution was unanimously carried: 

“Be it resolved, That the group insurance coverage of the social security 
department of the Laundry Workers’ International Union be transferred from 
the present insurance company, namely, the Security Mutual Life Insurance Co. 
of Binghamton, N. Y., to the California Life Insurance Co. of Oakland, Calif., 
on the same general basis of premium payments and dividends as prevailed with 
the Security Mutual Life Insurance Co.: be it further 

Resolved, That since the present contract with the Security Mutual Life In- 
surance Co. expired September 30, 1953, the transfer to the said California Life 
Insurance Co. be made effective October 1, 1953, in order that there will be no 
lapse in the insurance coverage for the welfare plan of the social security de- 
partment of the Laundry Workers’ International Union.” 

At this point, Chairman Byers received a telephone call, and upon returning to 
the meeting explained to the trustees that it was from a Mr. Mulligan who wanted 
to talk to them about the purchase of an iron lung.. Chairman Byers stated that 
if three of the iron lungs were purchased, the manufacturer would give them an 
additional one. He thought perhaps something could be worked out whereby 
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they could be placed in hospitals throughout the country, if it was decided that it 
would be a worthwhile purchase to be authorized by the board of trustees. 
Chairman Byers stated further that he had invited Mr. Mulligan to appear later 
in the meeting so that he might present his proposition to the board of trustees. 
Trustee Davis posed the question of whether or not the purchase of these iron 
ungs would be a proper expenditure from the funds, and Trustee Dooley read 
section 3 of article III of the trust indenture which answered Trustee Davis’ 
question as follows: 

‘The trustees shall exercise the sole and exclusive right and power to formu- 
ate, control and regulate any and all program or programs, benefit or benefits, 
for the improvement of the general welfare, health, and security of the members 
of ‘the International’, subject nevertheless to the provisions of article VII herein- 
after set forth.” 

Returning to the business at hand, Trustee Dooley stated that since it had 
heen decided to transfer the insurance coverage to the California Life Insurance 
Co., something probably should be done about the unpaid premiums which would 
incur. He explained to Trustees Davis and Chasmar that unlike ordinary insur 
unee coverage, instead of making the welfare contributions the first of the month 
for the current month, most of the employers made such payments the first of 
the month following the month for which the contribution was made. He men- 
tioned this meant that in most instances the insurance carrier might be paying 
claims for a month for which they had not yet received their premium. Mr. 
Saperstein explained further there was a deposit made with the Security Mutual 
Life Insurance Co. to cover such unpaid premiums, and that in all probability 
a like deposit should be made with the California Life Insurance Co., since the 
samme situation will exist. Trustee Chasmar also raised the question as to 
whether or not the money now on deposit with the Security Mutual Life Insur- 
ance Co. should be returned to the social security department of the Laundry 
Workers’ International Union, since they were no longer insured with that com 
pany. The trustees all agreed that this would be necessary, whereupon, upon 
motion made by Trustee Winfield Chasmar and seconded by Trustee John Toomey, 
the following resolution was unanimously adopted. 

“Be it resolved, That a letter be written to the Security Mutual Life Insurance 
Co. of Binghamton, N. Y., requesting the return of the amount of $150,551.97 now 
on deposit with the aforementioned company, to the social security department 
of the Laundry Workers’ International Union, plus any interest which might 
have accrued to September 30, 1953.” 

Mr. Wickes then stated that California Life Insurance Co. would require a sub 
stantial prepayment premium, and it was the consensus of the trustees that under 
the circumstances this was the proper thing to do. Whereupon, upon motion 
by Trustee Winfield Chasmar and seconded by Trustee Goldstein, the following 
resolution was unanimously adopted: 

“Be it resolved, That the amount of $150,000 be paid by the Social Security 
Department of the Laundry Workers’ International Union to the California Life 
Tnsurance Co., of Oakland, Calif., as a premium prepayment to apply against 
accruing premiums to grow due from the social security department of the 
Laundry Workers’ International Union to the California Life Insurance Co.” 

Trustee Davis asked Mr. Saperstein which of the insurance companies would 
be liable for the payment of a pregnancy claim which might occur after October 1, 
1953, and Mr. Saperstein explained that the Security Mutual is liable for such 
claims for 9 months after the suspension of the coverage. 

Mr. Wickes stated, also, that he would like to point out to the trustees that 
as far as the interest on the reserve fund with the Security Mutual was con- 
cerned, under the terms of the contract, the interest was t® be paid only for 1 
year, and would terminate with the termination of the contract with the insur- 
ance company, but that if the amount of the fund were not paid promptly, in- 
terest should accrue thereon until paid. 

* * * * * * * 

Chairman Byers then requested trustee Dooley to present the next order of 
business, and trustee Dooley complied by bringing forth a letter dated June 30, 
1953 from Mr. H. B. Wickes to Chairman Byers, regarding the settlemeit of 
claims for local No. 218 of the Laundry Workers’ International Union, wh’ h is 
located in Atlanta, Ga. He reminded the trustees that at the previous meeting 
of the board of trustees Mr. E. L. Abercrombie, who is secretary-treasurer of 
local No. 218, had been present to discuss several claims which had been ques- 
tioned or disallowed by the Security Mutual Life Insurance Co., and which he 
felt should be paid. These cases were discussed with Mr. H. B. Wickes, who was 
also present at that meeting, and he had requested that a letter be written to 
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him at once by Chairman Byers, setting forth the claims in question. He stated 
that he would then make a thorough and complete check into the situation. Each 
of the trustees present had received a copy of Mr. Wickes’ reply to Chairman 
Byers, thereby making it unnecessary to read his letter aloud at the meeting 
However, after discussing the matter, it was the consensus of opinion that the 
letter should be made a part of the current minutes. Whereupon, upon motion 
by Trustee John Toomey, and seconded by Trustee Charles R. Goldstein, the 
following resolution was unanimously accepted ; 

“Be it resolved, That the letter of June 30, 1953 from Mr. H. B. Wickes, former 
vice-president of the Security Mutual Life Insurance Co., to Sam J. Byers, chair 
man of the board of trustees of the social security department of the Laundry 
Workers’ International Union, regarding the claims presented by Bb. L. Aber 
crombie, secretary-treasurer of local No. 218 of the Laundry Workers’ Inter 
national Union, at the preceding meeting of the board of trustees, be made a 
permanent part of these minutes, and that such letter be attached to said 
minutes.” 

The meeting then adjourned at 5:15 p. m. to reconvene at 10 a. m. the next 
morning, October 6, 1953. 

The meeting resumed at 10 o’clock on the morning of October 6, 1958, and a 
rolicall revealed that all trustees were present. Also present at the meeting 
were Messrs. James and Wickes. 

Chairman Byers convened the meeting, and proceeded with the first order 
of business to be brought before the board by Secretary-Treasurer Dooley, which 
was the matter of the investment of some of the funds of the social security de- 
partment of the Laundry Workers’ International Union. In connection with 
this, Chairman Byers handed the members of the board of trustees copies of 
the financial statements of the social security department for the months of 
February 1953 through August 1953 for their approval and comments. After 
examining the statements, it was the consensus of opinion among the trustees 
that the financial statements appeared to be accurate, and fully and truthfully 
reflected the financial operations of the social security department in all respects 
for the periods covered by the aforementioned reports. Chairman Byers pointed 
out to the trustees that the total assets of the social security department of the 
Laundry Workers’ International Union was $1,146,750.53 as of August 31, 1953, 
and that there should be some decision reached as to how to invest some of these 
funds. By way of suggestion, Trustee Davis stated that it might be well to have 
a subcommittee appointed to make recommendations concerning the investment 
of the money, if this was agreeable with the chairman. He also recommended 
that the chairman of the board of trustees be on the committee, and that the 
recommendations of the members of such a committee be made to the chairman 
for necessary action. 

Trustee Dooley then asked for permission to spe: k on the matter of an invest- 
ment which he had been advised on, namely, preferred stock of the California 
Life Insurance Co. He explained that he understuvod there was a considerable 
amount available, through the Founder’s Syndicate of America, and that it would 
pay in the neighbourhood of 414 percent interest, which would certainly be a 
good return on any moneys invested. During the discussion which ensued, Trus- 
tee Davis pointed out that such an investment would have several desirable 
features, in that it would give a safe, dependable investment of the department’s 
funds, and at the same time yield a good rate of interest. 

Chairman Byers asked Mr. Wickes to express his opinion of the possibilities 
of such an investment, and Mr. Wickes explained that recently there had been 
a great deal of interest and activity in the investment of funds in life-insurance 
companies. He mentioned that they are in an enviable position as far as tax 
purposes are concerned, and that in addition life-insurance company stocks have 
been paying good dividends. He also was of the opinion that it would be a good 
investment from the standpoint of what other group plans are doing. In addi- 
tion, he pointed out that to him the most important part of the whole thing was 
that the social security department would be placing itself in the position that 
it could virtually dictate the policies of the California Life Insurance Co., by 
purchasing the stock in question. He stated that he anticipated that a 2% 
percent better rate of dividend will be obtainable under this setup over that 
obtained from the Security Mutual Life Insurance Co. He pointed out that to 
own a good, reliable life-insurance company would be one of the best investments 
that the board of trustees of the social security department could make today. 
Trustee Toomey expressed the opinion that such an investment appeared to him 
to be highly promising from what he had gathered during the discussion, par- 





WELFARE AND PENSION PLANS INVESTIGATION (41 


ticularly in view of future benefits for the members. Chairman Byers explained 
that with such a setup no doubt something could be worked out in the future 
vhereby the benefits received by the members covered under the welfare plan of 
social security department could be increased. ‘Trustee Davis explained 
that he had received a letter from a friend of his who knew that he was inte 
sted in learning about investments for the social security department, and 
isked for permission to read it in part. Chairman Byers stated that he, as well 
aus the other trustees, would be very interested in hearing his recommendations, 
and Trustee Davis read as follows: 

“* * * Instead of putting one-third of the funds into investment trusts that 
have made the best showing from the standpoint of both income and appreciation 
the last 20 to 25 years, you can consider using stocks of insurance companies. 
Actually, insurance companies have become investment trusts as the investment 
of their huge funds has become the most important part of their management 
operations. I have looked over the balance sheets and statements of most of 
the large insurance companies as well as their portfolios 

“For instance, Continental Insurance Co. has one of the longest unbroken 
dividend records of any American corporation. It has paid dividends every 
year since its inception in 1853—or for 100 years. It is one of the largest insur 
ance companies and a member of the famed American Fore group. This com- 
pany writes virtually every form of insurance except life. Its total admitted 
assets amount to over 290 millions. Last year’s earnings were $4.90 a share. 
‘The stock is selling around $75 and paying $2.80 in annual dividends, or giving a 
yield of about 4 percent. The stock is priced a little high and would be a much 
better buy at around $65 or $70. 

“There are other companies such as Insurance Company of North America that 
have made a favorable showing over a long period of years. ‘The main thing 
to watch in buying high grade insurance stocks gf this caliber is to buy within 
the buying range to secure a yield of between 4 to 5 percent. Then—like invest- 
ment trusts you have the highest type of investment management in selecting 
and maintaining a diversified portfolio of common stocks in leading companies 
in growth type of industries.” 

During the discussion that followed Chairman Byers observed that perhaps it 
might be desirable and proper for the board of trustrees of the social security 
department to have representation on the board of directors of Founders Syndi- 
cate of America, Inc., should the social security department purchase any pre 
ferred stock of the latter corporation. ‘Trustee Dooley stated that it was common 
practice for banks making large loans to corporations to have at least 1 of its 
nominees act as its representative on the board of directors of the borrowing 
corporation, and that in some instances 2 or 3 such representatives were put 
upon the board of directors of the borrowing corporations by the pending bank 
or banks. He also indicated that in many instances provision was made that 
in the event of default in the payment of interest and/or principal by the borrow- 
ing corporation, either through the instrumentality of debenture or preferred 
stock or bonds, that the lending bank or corporation would then have the right 
to have a majority of its nominees on the board of directors of the borrowing 
and defaulting corporation, so as to then put into control of the corporation the 
lending bank or corporation. 

There was then a lengthy and most thoroughgoing discussion of the possibilities 
of the social security department making an investment in the preferred stock 
of Founders Syndicate of America, Inc., which would yield not less than 4% 
percent return to the social security department. Trustee Dooley brought out 
that in order to safeguard and protect the social security department and the 
trustees thereof, it would be highly desirable, if not imperative, for the social 
security department to obtain an option from the Founders Syndicate of America, 
Inc., to purchase all of the preferred (class A) stock and common stock of the 
California Life Insurance Co., owned by Founders Syndicate of America, Inc. 
In this connection Mr. Dooley pointed out that it was his understanding, and he 
had accurate information that Founders Syndicate of America, Ine., proposed 
to acquire in excess of 75 percent of the class A, or preferred, stock of California 
Life Insurance Co., and in excess of 80 percent of the common stock of said 
corporation. Mr. Dooley further observed that he was reliably informed that 
said class A shares and the common shares of California Life Insurance Co., to 
which he just made reference, were the only two classes of shares issued, or to 
be issued, by the California Life Insurance Co. 
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It was the consensus of the trustees that it would be desirable and proper 
for the trustees to make a very substantial investment in the preferred stock of 
Founders Syndicate of America, Inc., to yield not less than 44% percent interes; 
or dividends per annum, and subject, nevertheless, to the social security depart- 
ment securing an option from said corporation to acquire all of the shares owned 
by it, preferred (Class A) and common, of California Life Insurance Co, 

Whereupon, upon motion made by trustee Dooley and seconded by trustee 
Winfield Chasmar, the following resolutions were unanimously adopted: 

“Be it resolved, That the social security department of the Laundry Workers 
International Union, acquire and purchase 45,000 shares of the preferred stock 
of Founders Syndicate of America, Inc., par value $10 per share, yielding 414 
percent interest per annum, at and for the sum of $450,000 net to Founders Syndi- 
cate of America, Inc., without any selling commissions being involved, subject 
to the social security department of Laundry Workers International Union secur 
ing an option from said Founders Syndicate of America, Inc., to acquire all of 
the class A (preferred) stock, and all of the common stock of California Life 
Insurance Co., owned by Founders Syndicate of America, Inc., at and for 
the purchase price of the preferred stock of said California Life Insurance Co. 
at the par value thereof, to wit, $10 per share, and the common stock of said 
last named corporation at and for the fair value thereof, determined in the 
light of the going concern value of the California Life Insurance Co., its reason- 
able potential earning power, and that said common shares and said preferred 
shares represent the overwhelming control of the California Life Insurance 
Co., and which option will become effective concurrently with the investment 
of the social security department in said preferred stock of Founders Syndicate 
of America, Inc., and to remain in existence and fully effective until Founders 
Syndicate of America, Inc., has retired $250,000 of its preferred stock acquired by 
the social security department of Laundry Workers International Union, and 
during the period commencing with the making of the said investment in said 
preferred stock of Founders Syndicate of America, as aforesaid, until the retire- 
ment of said amount of preferred stock, the social security department of the 
Laundry Workers International Union shall at any time upon 10 days’ notice 
to Founders Syndicate of America, Inc., exercise its option to acquire the said 
class A shares and the said common shares of California Life Insurance Co., 
owned by Founders Syndicate of America, Inc.; be it further 

“Resolved, That said investment mentioned in the foregoing resolution of the 
social security department be withheld until it is definitely determined that 
Founders Syndicate of America, Inc., is the owner of at least a substantial ma- 
jority of the class A shares and the common shares of California Life Insurance 
Co. constituting the control of said life insurance company.” 

Chairman Byers indicated that in view of the dividends paid to the social 
security department by the Security Mutual Life Insurance Co., that it might be 
sound business in the near future for the social security department to acquire 
control of the California Life Insurance Co: in view of the large insurance cov- 
erage effected through insurance companies by the social security department, 
and that any profits from any company owned by the social security department 
would inure to the benefit of the members covered by the social security de- 
partment so that greater benefits could be accorded to them. 

It was the consensus of opinion that it would be desirable and proper for the 
trustees to change the principal office and place of business of the social security 
department to Los Angeles, Calif. This change, Actuary Wickes pointed out, 
would be most desirable and proper at this time. 

Whereupon, upon motion made by Trustee Chantry W. Davis, and seconded by 
Winfield Chasmar, the following resolutions were unanimously adopted: 

“Be it resolved, That the principal office and place of business of the social se- 
curity department of the Laundry Workers International Union be and the 
same is hereby changed to Los Angeles, Calif.; and be it further 

Resolved, That Trustees Matthew J. Dooley and Charles R. Goldstein, be and 
they are hereby authorized to sign, on behalf of the social security department 
of Laundry Workers International Union, the application of the social security 
department to the California Life Insurance Co. for the same insurance coverage 
for the members of the social security department which have been accorded to 
them by the Security Mutual Life Insurance Co. of Binghamton, N. Y., imme- 
diately prior to October 1, 1953.” 

Chairman Byers then stated that he had in mind a suggestion and recom- 
mendation which he would present to the board. He then mentioned that since 
the inception of the social security department of the Laundry Workers Inter- 
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national Union he and the other trustees had one prime purpose in mind, which 
was to operate the welfare plan of the social security department as economi- 
cally and intelligently as possible so that the success of the plan would be assured 
and that ultimately the benefits to the members could be increased from time to 
time. The utmost thought in the mind of the trustees, so Chairman Byers stated, 
was to have a financially successful plan. He pointed out that a number of 
other plans which had their inception at or about the same time as the com- 
mencement of the social security department welfare plan, had turned out to be 
insuecessful, involving the reduction of the initial benefits accorded to the mem- 
bers of the Welfare plan and involving the payment of higher premiums. In 
onnection with the social security department plan Chairman Byers pointed out 
that it was predicated upon an intelligent appraisal of the problems. involved 
in rendering group insurance to a large number of people throughout the United 
States who were living in different climates, subject to different events, and 
having a different basis of income. In short, the chairman stated that the so- 
‘ial security department plan has become a successful operation because the 
trustees gave their utmost of intelligence and effort to making it a success. 

Chairman Byers also stated that for a considerable period of time the trustees 
did not receive any remuneration for their services, although they had given 
from 2 to 4 days every second or third month to the business of operating 
the welfare plan; that all the trustees received was the expense incurred in 
traveling to and from trustee board meetings. He stated that since the duties 
of the trustees had increased considerably, communsurate with the growth of 
the social security department, and that since the responsibilities of the trus- 
tees in connection with the plan were much heavier than theretofore, he would 
recommend that the trustees’ annual fee be increased. Trustee Goldstein re- 
ininded the trustees that it was only recently that he and Chairman Byers had 
agreed to accept the sum of $1,000 per year due them as trustees. He stated 
ihat since the duties of the trustees had increased immeasurably that he would 
suggest that the trustees’ fees be increased to $2,400 per year. After considera- 
ble discussion among the trustees on this topic, upon motion made by John T. 
Toomey, and seconded by Trustee Charles R. Goldstein, the following resolu- 
tion was unanimously adopted: 

“Be it resolved, That the fee of $1,000 per year which had been heretofore 
established as compensation payable to the trustees of the social security de- 
partment for their services as such trustees, be and the same is hereby increased 
to the sum of $2,400 per year, as and for trustees’ fees, payable to each trustee 
of the social security department, exclusive, nevertheless, of all proper travel- 
ing and other ordinary expenses incurred by each trustee while attending board 
of trustees’ meetings; be it further 

“Resolved, That this resolution be effective as of October 1, 1953.” 

Trustee Davis expressed his appreciation to Chairman Byers for his personal 
attitude as a union trustee in recommending such an increase, and also expressed 
the hope that he would be able to be of even further assistance to the group as 
time went on. 


* * & & * - 


Returning to the matter of investments, Trustee Dooley stated that in line 
with Trustee Davis’ earlier suggestion, it might be well to appoint a finance 
committee to bring before the board, from time to time, the matter of invest- 
ments. Trustee Davis asked if there was anyone besides himself and Trustee 
Dooley who felt that it was necessary to have a finance committee appointed 
to handle the matter of investments, and Mr. Wickes stated that he felt that 
this would be a wise move, and that he further felt the kind of investments 
which should be made by the board of trustees would be ones which will pro- 
tect its principal and would not be subject to market fluctuations. After much 
discussion, the members of the board of trustees concurred in the recommen- 
dation made by Trustee Davis, whereupon, upon motion by Trustee Matthew J. 
Dooley, and seconded by Trustee Charles R. Goldstein, the following resolution 
was unanimously adopted: 

“Be it resolved, That a finance committee be appointed by the chairman of the 
board of trustees of the social-security department, Laundry Workers Interna- 
tional Union, with said committee to bring before the board of trustees, from 
time to time, the matter of investments, with the investment of any funds to be 
approved by the board of trustees.” 
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Following the adoption of the above resolution, Chairman Byers asked Trustee 
Dooley for the next item of business to be brought to the attention of the board 
of trustees. Trustee Dooley then mentioned that Trustee Toomey had a matte: 
which was of much concern to him, and which he would like to discuss with the 
trustees. He proceeded to explain that back in July of this year he had received 
a letter from Mr. Richard S. Felhaber, who is executive secretary of the Laun- 
derers & Dry Cleaners Association of St. Paul, Minn. Trustee Toomey then 
produced the letter in question, which read as follows: 


LAUNDERERS AND Dry CLEANERS ASSOCIATION OF ST. PAUL, INC., 
St. Paul, Minn., July 17, 1953. 
Mr. JoHn T. Toomey, 
Executive Secretary, Chicago Laundry Owners Association, 
Chicago, Ill. 

Dear Mr. Toomey: Our inside contract is up for negotiation. Can you let 
me borrow a copy of the welfare fund report, or if you have an extra report of the 
plan, make it available to me. Among other things, I want to find out how the 
amounts paid out stand with respect to amounts paid in. 

I assume that the social-security department receives the largest amounts and 
in turn makes disbursements so far as paying insurance premiums and death 
claims. In other words, I would want this comparison of amounts paid out to 
amounts received compared to the larger gross figures as well as to the separate 
record of the insured fund under the Security Mutual’s insurance policy. 

Any other information you can offer will be appreciated. 

Yours very truly, 
RicHArD S. FELHABER, 
Executive Secretary. 

Trustee Toomey explained that in his reply to Mr. Felhaber he informed him 
that some of the data which he had requested would have to be furnished by the 
auditor for the social-security department in Indianapolis, and that still other 
information would have to be obtained from the insurance company. He also 
explained in his letter to Mr. Felhaber that his request would have to be pre- 
sented to the board of trustees of the social-security department at their next 
meeting, at which time his letter would receive full consideration and steps taken 
to have the available information, in line with his request, assembled and for- 
warded to him. However, this apparently did not satisfy Mr. Felhaber, as he 
again wrote Trustee Toomey on August 27, 1953, requesting him to “obtain for 
us here in St. Paul a record of the collections and disbursements for this area, 
together with a complete and adequate financial report on the operation of this 
welfare plan in its entirety.” 

Trustee Toomey stated that since it had always been the practice in the past 
to bring such requests to the attention of the members of the board of trustees, 
he had deferred sending Mr. Felhaber any material at all regarding the financial 
status of the social-security department. However, he was of the opinion that 
something should be decided relative to giving this man the requested informa- 
tion and how much data should be sent to him. In addition, he felt that some 
decision should be reached in regard to future requests of this type, and how 
they should be handled by any of the trustees presented with such a request. 

Trustee Dooley commended Trustee Toomey on handling the situation in the 
manner which he did, especially in pointing out to Mr. Felhaber that the matter 
would have to be decided by the board of trustees. Trustee Chasmar made an 
inquiry at this point regarding the responsibility of the trustees as far as issuing 
financial statements is concerned. Trustee Dooley pointed out that in accordance 
with the terms of the trust indenture it is the duty of the trustees to see to the 
proper administration of the funds, and that in setting up the financial statement, 
the auditor prepares extra pages of the financial statement, minus the narrative 
portion of the statement, so that this could be used in the case of a request such 
as Trustee Toomey had received. Mr. Wickes mentioned that the claim, expe- 
rience requested by Mr. Felhaber would not be available on a local basis, as the 
figures are compiled by the insurance carrier on a country-wide basis. Trustee 
Davis was of the opinion that the condensed form of the financial statement 
should be sent to Mr. Felhaber, and Trustee Goldstein pointed out that it had 
been agreed previously by the trustees that any association asking for a financial 
statement would be given the condensed form. Trustee Goldstein also felt that 
by withholding the information requested, and not giving the man something 
tangible, he would be apt to bring forth more questions. Chairman Byers men- 
tioned that while the condensed version of the financial statement had been 
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prepared for reference purposes in the event of such a request, that it was not 
to be distributed to just anyone. 

In looking over the financial statement at hand, Mr. Wickes made the sugges- 
tion that under the “liabilities,” perhaps the “surplus” account should be changed, 
since in reality it Was not exactly a surplus. The trustees were of the opinion that 
this was a good suggestion, and after discussing the matter, Miss Evelyn Horner, 
pookkeeper for the social-security department, was instructed to have the audi- 
tor, Mr. Ralph E. Monroe, change the account on future reports to read “Reserve 
for death benefits and other contingencies.” As Trustee Dooley pointed out, the 
account was in fact a reserve fund for such expenditures, rather than a surplus. 

Chairman Byers then talked to the local of the Laundry Workers’ Interna- 
tional Union in St. Paul, Minn., and learned from the representative of the 
local that he had given Mr. Felhaber all the figures he needed in the way of ex- 
penditures in connection with the welfare plan for their local, as well as the 
amount of money which had been expended for claims in that area. The prob- 
lem was discussed thoroughly by the trustees, and it was agreed that the finan- 
cial statement should not be mimeographed for general distribution, but in the 
event someone, such as a member of an association, asked for such information, 
that it should be given to them. It was the recommendation of Chairman Byers 
that when such a request is received, that only the condensed statement be is- 
sued. It was further agreed among the trustees that Trustee Toomey should 
send Mr. Felhaber the condensed statement for the year ended March 31, 1953, 
as Well as for the 5-month period ended August 31, 1953, and Miss Horner 
stated that she would obtain such copies for him from the auditor for the social- 
security department. 

The meeting then adjourned at 1:30 a’clock p. m., to reconvene at 2:30 p. m 


Mr. Grirrin. Mr. Chairman, may I ask this: I still would like to 
say that I don’t think there is any evidence or that there has been any 
evidence, conclusive evidence, presented that this company was prac- 
tically bankrupt. 

Senator Atvorr. I will agree to that. 

Mr. Grirrin. Thank you. 

Senator Anvorr. Although I think Mr. Taranto’s answers in re- 
sponse to my questions were probably true, it certainly was not a 
prosperous company. 

Mr. Grirrin. I will be silent. 

Senator Douceias. Now, there will be a problem in the future as 
to the documents to be included as a result of the subpenas which we 
issued. The Chair, in consultation with other members of the com- 
mittee, will decide that matter later as to what should be printed. 

The next meeting will be held on Monday, April 4, at 10:30 in the 
morning, when we will take up the Tuck Pointers case again, and 
when we have assurance that Mr. Gallagher will appear. 

As we conclude this major portion of the hearing, I want to express 
my appreciation to the staff for their very excellent work which they 
have done, with Mr. Leece as chief counsel. Unfortunately he is 
leaving Government employ in a day or two. And I would like to 
say that I think we are not only indebted to them personally but the 
country is indebted to them for the very accurate way in which they 
have developed their case. 

And the thing that has impressed me very much about these men 
is that they have not tried to overstress their efforts: they have not 
tried to give greater emphasis to the facts than those facts warranted. 
Therefore, they have been both fair and competent. 

Mr. Leecr. Thank you, Mr. Chairman. 

Senator Doveias. I would also like to say that Mr. Dooley and 
Mr. Faris have been cooperative. 

Mr. Grirrtx. Thank you, Mr. Chairman. 
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Senator Atyorr. Mr. Chairman, may I make this inquiry: Do | 
understand that the subcommittee will at a later date or at a later 
time take up specifically the cases of Mr. Byers and Mr. Wickes for 
the purpose of either determining whether they will be examined 
by the committee at some appointed time and ees or to determine 


whether or not they may or may not have been in contempt of this 
committee ? 


Senator Dovuatas. Yes. 


Senator Auiorr. We have already acted on Mr. James? 
Senator Doua.as. Yes. 


Very well. The subcommittee will adjourn until the time indi- 
cated. 


(Whereupon, at 5 p. m., the subcommittee adjourned, to reconvene 
at 10:30 a. m., Monday, April 4, 1955.) 
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MONDAY, APRIL 4, 1955 


Unirep Srares SENATE, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
SUBCOMMITTEE OF WELFARE AND PEeNnsION FuNps, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
P-63, United States Capitol, Senator Paul H. Douglas (chairman) 
presiding. 

Present: Senators Douglas and Allott. 

Also present: William A. Leece, chief counsel and staff director. 

Senator Doveias. The committee will come to order. 

I will ask Mr. Gallagher and Mr. Vokoun to come forward and take 
the stand. If they are represented by counsel, I would ask their coun- 
sel to come forward, too. 

Mr. Gallagher and Mr. Vokoun, will you raise your right hands? 
Do you solemnly swear that the testimony which you are about to give 
will be the truth, the whole truth, and nothing but the truth, so ie 
you God ¢ 


TESTIMONY OF EDWARD J. GALLAGHER AND CHARLES J. VOKOUN, 
CHICAGO, ILL. 


Mr. Gauuacuer. I do. 

Mr. Voxoun. I do. 

Senator Dovuetas. Mr. Gallagher, will you give your name and 
address and business connection ¢ 

oo GatLacHerR. Edward Gallagher, 4404 South Spalding, Chicago, 
Til. 

Senator Doucias. Mr. Vokoun ? 

Mr. Voxoun. Charles J. Vokoun, 3941 West 61st Place, Chicago; 
office manager. 

Senator Douetas. Office manager for the welfare fund? 

Mr. Voxoun. Yes, sir. 

Senator Doueias. And Mr. Cohen, will you give your name? 

Mr. Conen. Nathan Cohen, 209 South La Salle Street. 

Senator Dovucias. And you are representing both Mr. Gallagher 
and Mr. Vokoun? 

Mr. Conen. That is correct. 

Senator Dovetas. Mr. Leece? 

Mr. Leece. Mr. Gallagher, what is your present position with local 
52 of the Building Cleaners and Caulkers? 

Mr. Gauiacuer. President of local 52. 
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Mr. Lerce. You have a welfare fund covering the membership of 
that local? 

Mr. GaLiaGHer. So-called welfare fund; yes. 

Senator Doueias. When was that fund established, Mr. Gallagher / 

Mr. GaLLaGHeErR. 1950. 

Mr. Leece. Will you acquaint the committee generally with the cir- 
cumstances under which this fund came into being ? 

Mr. GacitacHuer. Well, in 1950 the welfares were starting, and we 
felt as though, being an organization, we should have one, too, so we 
got together with the contractors and agreed to put up $10,000 and 
they were to put up $10,000. 

When we came to put it together, they fell back, and we proceeded 
to run it ourselves. 

Mr. Leece. You mean initially, you put up $10,000 in cash? 

Mr. Gautiacuer. In cash, yes, to run the welfare. 

Mr. Leece. And the employer association did likewise ? 

Mr. Gatiacner. No. They were to do likewise, but they dropped 
out. 

Mr. Leece. That was in 1949? 

Mr. GaLLaGuer. 1950. 

Mr. Lerecr. At that time, did the employers, members of the em- 
ployers’ association, begin to make contributions on behalf of members 
of your local who happened to be working for those particular 
employers / 

Mr. GatLacuer. Members of the contractors association, you say 4 

Mr. Lerce. Yes. 

Mr. Gattacuer. The members of the contractors association did not 
contribute until 6,9 monthstoa year and a quarter later. 

Mr. Lerce. That would be in late 1950? 

Mr. Gatiacuer. 1950 or 1951. 

Mr. Leece. At that time, how much did they contribute on behalf 
of each of their employees? 

Mr. GALLAGHER. You mean how much they put in at that time? 

Mr. Lerce. Yes. 

Mr. Gatitacuer. They put in what they withheld on their em- 
ployees, and not all of the employees. 

Senator Attorr. What they withheld on their employees? 

Mr. Gatuacuer. Some of the employees had Blue Cross, Red Cross, 
and other insurances, and they felt as though they should keep that, 
having it so long, and the members did not contribute into it. 

Mr. Leece. I think probably we are getting confused on these two 
funds, Mr. Gallagher. 

Suppose we refer to the welfare fund, so-called, as the 714-cent 
fund. 

Mr. Gatitacuer. That is what I am answering. 

Mr. Lerce. Yes, and you also have another fund. 

Mr. Gatnacuer. That is a nickel an hour. 

Mr. Lerce. That is 5 cents an hour. Now, that is 5 cents an hour 
deducted from the wages of the members of your local? 

Mr. Gaiacuer. It is a fund that the members pay the tax on, and 
it was put—that was in effect before 1950. 

Mr. Leece. That is right; 1949. 

Mr. Gatiacuer. 1949; yes. 





WELFARE AND PENSION PLANS INVESTIGATION 749 


Mr. Leece. But the money going into that account is deductions 
made from the employees’ salary ¢ 

Mr. GALLAGHER. Correct. 

Mr. Lerce. By the employer. 

Mr. GauLacuer. That is as far as I know. 

Mr. Leece. And sent to the union offices / 

Mr. Gautiacuer. Yes, sir. 

Mr. Lerce. Now, the welfare fund, Mr. Gallagher, the assets of the 
funds represented or which go to make up the welfare fund, are 7! 
cents an hour contributions made by employers; is that not true / 

Mr. GaLiaGuer. Well, it is and it isnot. Our wage scale—when we 
negotiated our wage scale each time, we get 5 cents more per hour than 
the bricklayer, which is $3.60, and out of that $3.60, if a member does 
not participate in it, he gets his full pay. 

Mr. Leece. I am simply asking you this, Mr. Gallagher: Is it not 
true that the members of local 52 which you serve as president who 
work for members of this employers association in Chicago receive 
or the welfare fund covering them receives—71% cents for each hou 
that they work, to be contr ibuted to the welfare fund ? 

Mr. GaLacuer. That is true, but not from every member. 

Mr. Lerce. You mean for each member of the local ? 

Mr. GattaGuer. Not every member of the local. The member that 
doesn’t put in the 714 cents receives it in his pay envelope. It isn’t 
compulsory, in other words. 

Mr. Conen. Mr. Chairman, in the interest of time, can I help clarify 
this? 

Mr. Lerce. Yes. 

Mr. Cowen. It is Mr. Gallagher’s position and has been his position 
from the very outset—and I believe the facts will so prove, although 
there may be a difference of opinion—that the wage scale is $3.60 per 
hour; that the moneys that you are inquiring about are moneys that 
belong to the workers; and they are not contributions, but they are 
in the nature of a checkoff, despite the contrary opinion or position 
of the employers. 

Mr. Lerece. Mr. Cohen, we have had testimony from 3 or 4 employer 
representatives 

Mr. Conen. I am aware of that. 

Mr. Lexce. To the effect that they contribute 74% cents an hour 
for every employee of theirs who is a member of local 52, and I might 
say that the records of Mr. Vokoun indicate that those contributions 
have been made over the last 4 years. 

Mr. Conen. I think when you question Mr. Vokoun, he will ex- 
plain that difference. 

Mr. Gauiacuerr. That piece of paper you have in your pocket will 
clarify that question, I believe. 

Mr. Voxoun. The understanding has been that the basic wage would 
be $3.60 an hour, and the contractor was merely a collection agency to 
collect the 714 cents and transfer it to the fund. That has been my un 
derstanding all these years. 

Senator “ALLOTT. Will you say that again, sir? I am sorry. 

Mr. Voxoun. The basic wage scale is “$3.60 an hour. It has been 
negotiated. That has been my understanding, and the contractor is 
merely an agent or a collection agency for us by a checkoff system, and 
he makes the remittances after the deductions have been made. 
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Mr. Conen. May I ask Mr. Vokoun a question ? 

Mr. Leece. Yes. Go ahead. 

Mr. Conen. Are all the members of your union covered by a pay- 
ment of 714 cents per hour from the employer to your union for wel- 
fare? 

Mr. Voxoun. No. 

Mr. Conen. Will you explain to the committee ? 

Mr. Voxoun. We have 911 members in the union. Six hundred and 
six participate. By participate, I mean moneys have been forwarded 
into our accounts, and the balance of them have not paid anything 
into the account. 

Mr. Lerce. Let me ask you this: Is it not true that an account was 
opened in the Mercantile National Bank of Chicago? The name of 
the account is the “Welfare Fund Account of the Building Cleaners 
and Caulkers, Local 52.” 

Mr. Voxoun. That is correct, sir. 

Mr. Lerce. Is it true that the moneys deposited to that account 
represent contributions by employers at the rate of 714 cents per hour 

er employee, purusant to an arrangement entered into by Mr. Gal- 
il and representatives of the employ er association ? 

Mr. Voxoun. They are not contributions. I understand they are 
a checkoff, and the contractor is merely an agent deducting this money 
from their basic scale and turning it over to the fund. 

Mr. Leece. Then what is the 5-cent-an-hour checkoff ¢ 

Mr. Voxoun. That is a defense fund. They use that for any 
purposes. 

a Leece. This welfare fund account of the Pointers, Cleaners, 
and Caulkers was opened at the Mercantile National Bank in Chicago 
in October 1950; is that true, Mr. Gallagher ? 

Mr. Gautiacuer. That is true. 

Mr. Leece. And on December 5, 1949, a fund account of the Point- 
ers, Cleaners, and Caulkers was opened with the same bank on Decem- 
ber 5, 1949? 

Mr. Gatiacuer. That is as near as I can remember it. 

Mr. Lerce. There has been testimony here before by other witnesses 
that from October 24, 1950, to November 30, 1954, there was deposited 
to the welfare fund account 

Mr. GatLtacuer. What month was that? 

Mr. Leece. From October 1950 to November 30, 1954. There was 
deposited to the account of this welfare fund a total of $213,381.97. 

“here has been testimony to the effect that during the "period 
December 5, 1949, to November 30, 1954, there was deposited to the 
fund account—what you call the nickel account—a total of 

297 008.46. 

Now, the records of the Mercantile National Bank of Chicago in- 
dicate that there has been absolutely no traffic in the welfare fund 
account except for the transfer of certain funds from or out of the 
welfare fund account, namely, $120,000 from the welfare fund ac- 
count to the union account, local 52, and $85,000 from the welfare fund 
to what you call the nickel account, or fund account. 

Now, Mr. Gallagher, I have here transfer records—the one I am 
referring to at the moment is dated February 7, 1952, authorizing 
the transfer of $9,000 from the Pointers, Cleaners, and Caulkers Wel- 
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fare Fund to the Pointers, Cleaners, and Caulkers Fund Account, 
QO. K.’d and approved by “C. V.” Is that you, Mr. Vokoun ¢ 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Did you do that on your own authority ! 

Mr. Voxoun. No, sir. 

Mr. Legce. On whose authority did you do that? 

Mr. Voxoun. Mr. Gallagher’s. 

Mr. Lerece. On May 19, 1952, there was transferred $6,000 from the 
welfare account of local 52 to the fund account. You authorized that 
transfer ¢ 

Mr. Voxoun. Yes, sir. 

Mr. Leece. By whose authority did you do that ? 

Mr. Voxoun. Mr. Gallagher. 

Mr. Leece. On June 26, 1952, there was a transfer of $6,000 from 
the welfare fund account to the fund account. You approved that, 
also. 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. Or your initials appear on the transfer slip. Was that 
authorized by Mr. Gallagher ? 

Mr. Voxoun. That is right. 

Mr. Leece. On July 29, 1952, $4,000 was transferred from the 
welfare fund account to the fund account. Your initials appear on 
that slip. 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. On September 9, 1952, $2,000 was transferred from 
the welfare fund account to the fund account. Again, approved by 
you. 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. On October 6, 1952, $3,000 was transferred from the wel- 
fare fund to the fund account; again, your initials appear on the 
transfer slip. 

Mr. Voxowun. Yes, sir. 

Mr. Leece. Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. On November 6, 1952, $5,000 was transferred from the 
welfare fund account to the fund account. Again, your initials ap- 
pear on the slip. Was that authorized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. On November 13, 1952, which was just a week later, 
$10,000 was transferred from the welfare fund account to the union 
account. 

Mr. Voxowun. Yes, sir. 

Mr. Leece. Your initials appear on that transfer slip, and that was 
approved by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Again, on December 24, 1952, $10,000 was transferred 
from the welfare fund account to the fund account. Your initials 
appear on that Mr. Vokoun. Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 
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Mr. Leece. On January 13, 1953, $10,000 was transferred from the 
welfare fund account to the fund account. Your initials appear on 
that. Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. On February 19, 1953, transfer of $15,000 from the wel- 
fare fund to the general account, or, as I understand it, the union 
account. 

Mr. Voxoun. Yes, sir. 

Mr. Leecr. That transfer slip bears your initials. That was au- 
thorized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Senator Doveras. What was your reply to that? 

Mr. Voxowun. Yes, sir. 

Mr. Leece. On April 13, 1953, $2,000 was transferred from the 
welfare fund account to the fund account. I will ask you please, 
Mr. Vokoun, if you can identify the initials on this transfer ship? 

Mr. Voxoun. No, I cannot identify those initials, sir. 

Mr. Leece. I wonder if Mr. Gallagher could ? 

Mr. GatiaGuer. It could be somebody connected with the bank. 

Mr. Leece. What would that mean? Did you just make a telephone 
call to the bank ? 

Mr. Voxoun. It is possible. 

Mr. Lerce. They would transfer the $2,000 on the basis of a tele- 
phone call from you or Mr. Vokoun ? 

Mr. Gatiacuer. They would send the slip for us to sign, and they 
would get it in the return mail. 

Mr. Lercr. Would that be a slip of the type I have just shown you? 

Mr. Gatiacuer. Similar to that. 

Mr. Leece. Whose initials would these be? 

Mr. GatLaGuER. The only way I can see—— 

Mr. Leece. If you are transferring funds in this account 

Mr. Voxoun. That may be a bank clerk’s initials there, sir. 

Mr. Lrecr. Don’t you have to authorize it in some way ? 

Mr. Voxoun. Perhaps there was a telephone call. 

Mr. Lerce. That was my question. 

Mr. Voxoun. The banker, we would call him up, and he would run it 
through. 

Mr. Lerce. Then they would make out the transfer slip and the 
bank clerk would initial it ? 

Mr. Voxoun. Thatisright. 

Mr. Leece. Simply on the basis of a telephone call ? 

Mr. Voxoun. That is right. 

Mr. Leece. To continue, on April 16, 1953, $10,000 was transferred 
from the welfare fund to the fund account. This purports to be the 
signature of Edward Gallagher. Would you identify that as your 
signature, Mr. Gallagher? 

Mr. Gatiacner. Yes, that is my signature. 

Mr. Lrecr. On May 7, 1953, $10,000 was transferred from the wel- 
fare fund to the general account of local 52. It bears the initials of 
“CV.” Mr. Vokoun, those are your initials? 

Mr. Voxoun. Yes, sir. 

Mr. Leecr. And that was authorized by Mr. Gallagher ? 

Mr. Voxown. Yes, sir. 
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Mr. Leece. On July 3, 1953, $10,000 was transferred from the wel 
fare fund to the fund account. Initials “C. V2" Was that authorized 
by Mr. Gallagher ¢ 
“Mr. Voxowun. Yes, sir. 

Mr. Lence. On August 5, 19538, $10,000 was transferred from the 
welfare fund account to the general account of local 52. This trans- 
fer shp bears the initials of “C. V.” Those are your initials, Mr. 
Vokoun ¢ 

Mr. Vokoun. Yes, sir. 

Mr. Leece. Was that authorized by Mr. Gallagher / 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. On September 22, 1953, $10,000 was transferred from 
the welfare fund to local 52. It bears your initials. Was that author- 
ized by Mr. Gallagher ¢ 

Mr. Vokoun. Yes, sir. 

Mr. Lesce. On November 23, 1953, $10,000 was transferred from the 
welfare fund account to the general account. It bears your initials. 
Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. On December 29, 1953, $10,000 was tranferred from the 
welfare fund account to the fund account. It bears the initials “C. V.” 
Was that authorized by Mr. Gallagher ¢ 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Again, on January 5, 1954, transfer of $10,000 from the 
welfare fund account to the union account. Your initials appear on 
that. Was that authorized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. On February 17, 1954, $10,000 was transferred from the 
welfare fund account to the Local 52 account. That bears your ini- 
tials. Was that authorized by Mr. Gallagher ? 

Mr. Vokoun. Yes, sir. 

Mr. Leece. On April 26, 1954, $5,000 was transferred from the wel- 
fare fund to the general account of local 52. It bears your initials. 
Was that authorized by Mr. Gallagher? 

Mr. Voxoun. Yes, sir. 

Mr. Conen. How much was that figure ? 

Mr. Lepce. $5,000. 

Mr. Cougen. Thank you. 

Mr. Leece. On May 6, 1954, $10,000 was transferred from the wel- 
fare fund account to the general account. It bears your initials. Was 
that authorized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. July 1, 1954, $10,000 was transferred from the welfare 
fund to the general account. It bears your initials. What that author- 
ized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. August 25, 1954, $3,000 was transferred from the welfare 
fund to the fund account. It bears your initials. Was that author- 
ized by Mr. Gallagher ? 

Mr. Voxowun. Yes, sir. 

Mr. Lrece. September 21, 1954, $1,000 was transferred from the 
welfare fund to the fund account, bearing your initials. Was that 
authorized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 
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Mr. Leece. September 22, 1954, $1,000 was transferred from the 
welfare fund to the fund account, bearing your initials. Was that 
authorized by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Lexce. September 29, 1954, $3,000 transferred from the welfare 
fund to the fund account, bearing your initials. Was that authorized 
by Mr. Gallagher ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. $5,000 on November 30, 1954, from the welfare fund to 
the local account, Pointers, Cleaners, and Caulkers, Local 52, bearing 
your initials. Was that authorized by Mr. Gallagher ? 

Mr. Vatxkoun. Yes, sir. 

Mr. Leece. Mr. Vokoun, I would like to have you review these and 
tell us whether or not those are your initials on the lower left-hand 
corner ¢ 

Senator Atnorr. And that refers to all of the transfers which you 
have just enumerated ? 

Mr. Lerce. Yes, sir. 

Mr. Voxoun. You mean these down in the corner? 

Mr. Lerce. On the white slip. Have you identified those as your 
initials? 

Mr. Voxoun. Those are not my initials. Those are the initials of 
the bankers. 

Mr. Lerce. They are the initials of the clerk in the bank? 

Mr. Voxoun. Well, the bank president or vice president. Some 
oflicer at the bank had to approve those slips. 

Mr. Leece. Will you tell me, please, sir, what the procedure was fol 
effecting these transfers ¢ 

Mr. Voxoun. What was the transfer? 

Mr. Leece. Yes. 

Mr. Voxoun. Sometimes by a telephone call or sometimes in person. 

Mr. Lercr. Well, have you identified any of these as transfer slips 
that you, personally, executed ? 

Mr. Voxowun. No, sir. 

Mr. Leece. Would that indicate, then, that on every occasion this 
was done by telephone? 

Mr. Voxowun. In most instances, yes. 

Mr. Leece. You would call the bank? 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. Would you first get authority from Mr. Gallagher? 

Mr. Voroun. Yes, sir. 

Mr. Leece. He would authorize the transfer ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Then you would call the bank ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. And they would initial these slips? 

Mr. Voxoun. That is correct, sir. 

Mr. Leece. Put your initials on the slip? 

Mr. Voxoun. Those are not my initials, sir. 

Mr. Leece. They are your initials, but as I understand it, you did 
not place them on this transfer slip. 

Mr. Voxoun. Those are the initials of the banker. I think that 
it was Charlie Wendt. That looks like a C. W. on there. 

Mr. Leece. If I understand it, you called the bank, requested the 
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transfer; the approval bears the signature of the bank official, Charles 


Wendt. 
Mr. Voxoun. That is correct, sir. 
Senator Doueias. These documents will be placed in the record at 
this point. 
(The documents referred to were marked “Exhibits 
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Senator Atiorr. May I ask a question before we leave these ? 

Senator Douauas. Yes. 

Senator Atvorr, I want to get thisclear, Mr, Vokoun. 

Now, you have just gone through a list of checks which are the ones 
enumerated by Mr. Leece. You hi ive said that on the white slips 
where it says “QO, Wy “Approved,” and there is an initial, that it is 
probably the initial of C. W. or Charlie Wendt in the bank. 

Mr. Voxowun. Yes, sir. 

Senator Attorr. And you have said that in no instance are these 
initials yours, nor do your initials appear on these particular items; 
is that correct ? 

Mr. Voxoun. That is correct, sir. 

Senator Atiorr. Now, in that case—it wasn’t true as to some of 
them, it was true in all of them—that you phoned the bank and effected 
this transfer by phone. Isthat right? 

Mr. Voxoun. Not necessarily. 

Senator Atiorr. Allright. How else did you effect it ? 

Mr. Voxoun. Sometimes by going to the bank in person. 

Senator Atvorr. And you mean that the bank would actu: ally trans- 
fer these sums with you right in the bank without your initialing or 
signing atransfer slip? 

Mr. Voxoun. That is correct, sir. 
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Senator AtLorr. And by whose authority did they make such trans 
fers without recourse to the ordinar y methods of business! Yours or 
Mr. Gall nee s? 

Mr. Voxoun. Mr. Gallagher’s direction. 

Mr. C ao Tf the chairman please, I believe that question encom- 
passes something beyond what you actually intended to inquire about. 

Senator ALuorr. No, it doesn’t. I mean, Mr. Cohen, just exactly 
what I am saying. Let me say this: You couldn’t do business like 
this in a little country bank, let alone a bank of this size. 

Now, what I am trying to find out is: If he actually went into the 
bank or phoned them each time one of these transfers was made 

Mr. Conen. There is no quarrel on that, s 

Senator Atvorr. Well, then, I want to oa him this further 

Mr. Conren. May I refer to your previous question, which was this: 
I think you asked him whether it was by his authority or Mr. Galla- 
gher’s that the bank did business in that fashion. 1 think that was 
the sense of your question. 

Senator Atuorr., Well, I can’t conceive of a bank doing business 
this way without having authority from either a Gallagher or this 
man, whoever had control of the account. 

Mr. Cowen. I am sorry. You mean whether it was by their au- 
thority that the bank was permitted to handle this account in that 
fashion ¢ 

Senator Atxvorr. In this manner, yes. 

Mr. Conen. I am sorry. That is a perfectly proper question. 

Mr. Gatiacuer. Maybe by his calling, Wendt would then, in turn, 
make the transfer. 

Senator Autiorr. Well, now, that isn’t my question. I want to 
know by whose authority the bank effected transfers in this un- 
orthodox and unbusinesslike manner. 

Mr. Gatuacuer. Well, that can be explained by stating that there 
was no welfare account open during the negotiation of the welfare— 
to get together with the employer, and it was never so opened. ‘That 
was the reason for the transfers. 

Senator Atxorr. Now, let’s go back. You answer my question. 
Who gave the bank authority to transfer all of these sums upon word 
of mouth transactions ? 

Mr. Gauiacuer. Well, more or less, you would say it was me, or it 
was me, rather. 

Senator Atiorr. Who else was involved in it? 

Mr. Conen. He changed his answer. He said it was him. 

Senator Atxorr. I see. Then I understand. To go back to you, 
Mr. Vokoun, in these particular transfers, and I am referring spe- 
cifically to the transfers that Mr. Leece enumerated, and which you 
checked—these were all effected in one of two manners: Either by 
your calling the bank or by your going to the bank and directing them 
under Mr. Gallagher’s authorization to transfer it. 

Mr. Voxoun. Yes, sir. 

Senator Atiorr. And in each case, Mr. Gallagher authorized 

Mr. Voxown. Yes, sir. 

Senator AtLorr. And in no case does your signature or your initials, 
your pene initis als or signature, appear on any of these transfers? 

Mr. Voxoun. That is correct, sir. 





766 WELFARE AND PENSION PLANS INVESTIGATION 


Senator Atvorr. Every one of them was effected by word of mouth 
transfer ? 


Mr. Voxowun. Yes, sir. 

Senator Atyorr. Thank you, Mr. Leece. 

Mr. Lxerce. Now, Mr. Gallagher, who was authorized to write 
checks against the welfare fund account ¢ 

Mr. GatiaGuer. Sir, I was the president of the organization nego- 
tiating with C ee is Paschen. And our attorney was Clarence Wagner. 

Mr. Leece. I don’t think you understand my question, Mr. Galla- 
gher. At such times as you wanted to make disbursements or pay out 
money from the welfare fund account, were you authorized to sign 
checks agi ainst that account ? 

Mr. GALLAGHER. Yes, sir. 

Mr. Leece. And as I understand it, your signature and your signa- 
ture alone was all that was required to make disbursements from that 
account ? 

Mr. GatLtacuer. No. You will find in each check that the secretary- 
treasurer signed. And then I signed it to make it official. 

Mr. Leece. I am talking about the welfare fund account, the 714 
cent account. The bank records indicate that only your signature was 
necessary or required. 

Mr. GAatiacuer. For the transfer ? 

Mr. Legece. For any checks written against the welfare fund account. 

Mr. GaLiaGHer. With each check you will find two names on there. 
So it can’t be one. 

Mr. Leece. I think you will find, Mr. Gallagher, that in the case 
of the fund account that was true. 

Mr. GALLAGHER. Yes. 

Mr. Leece. Mr. Ryan’s signature as well as your own was required 
before the bank would clear a check written against the fund account. 

Mr. GauiacHer. That is correct. 

Mr. Lerce. But on the welfare fund account only your signature was 
required. 

Mr. GatuaGcHer. Correct. 

Mr. Lerce. I have here the statement reflecting the traffic through 
the fund account. It is a statement rendered by the Mercantile Na- 
tional Bank of Chicago. It reflects that on February 7, 1952, that 
account had a balance of $4,096.57. On the 7th, a check or a deposit 
of $9,000 was made. And on the same date, check No. 449 of the 
Pointers, Cleaners and Caulkers fund account was executed and signed 
by John P. Ryan, treasurer, and Edward Gallagher, pay to the order 
of cash, $6,000. It bears the endorsement of Charles J. Vokoun. 

Now, Mr. Vokoun, can you tell me what disposition was made of 
that $6,000 ? 

Mr. Voxoun. Well, I merely went to the bank to cash the check. 

Mr. Lrece. You cashed the check ? 

Mr. Voxoun. Yes, sir. 

Mr. Lrece. What disposition did you make of the cash ? 

Mr. Voxroun. I returned the money to the man who authorized 
me to cash the check. 

Mr. Lrece. Who was that? 

Mr. Voroun. Mr. Gallagher. 

Mr. Leece. What disposition did vou make of that, sir? 

Mr. Gatiacuer. What date was that? 
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Mr. Leece. February 7, 1952. 

Mr. GALLaGHER. Does it read on the back of that who cashed it? 

Mr. Lerce. The endorsement is Charles J. Vokoun. 

Mr. Vokoun has already testified that he turned the cash over to you. 

Mr. Couen. Mr. Leece, I don’t want to impede your progress here. 
But it would seem in fairness to the witness, as is done in all courts of 
law, that he be permitted to view the exhibit that he is being ques- 
tioned about. 

Mr. Leecr. Yes. I will be glad to. 

Mr. GALLaGuer. It was a transfer from what account now ¢ 

Mr. Lerecr. Well, it was deposited, the $9,000, on the same day that 
that check was written to cash and signed by you and Mr. Ryan. 

Mr. GaLLaAGuer. Well, whatever the $6,000 is, I assure you that it 
was used for the benefit of the members of our organization and not for 
myself, 

At this particular time I just can’t recall; it being in 1952. 

Mr. Lerece. Why would you take care of the needs of your member- 
ship by writing a check to “Cash” signed by yourself? Why wouldn't 
you make the check payable to the member himself, for whatever 
umount his needs required ¢ 

Mr. GALLaGuer. We have done that, sir, in many cases; we have paid 
them cash. 

Mr. Leece. Would you pay a member $6,000 in cash ? 

Mr. Gauiacuer. I wouldn’t say one member. I wouldn’t say one 
member. Members have been known to get as high as thirty-five hun- 
dred over a period of 3 or 4 years, out of both the union and the fund 
and the welfare fund also. 

If they are sick and disabled for 2 or 3 years, as it goes along it 
mounts pretty quick. But now this could have been possibly for one 
of our cars also in 1952. 

Mr. Leece. One of your cars ? 

Mr. GaLiaGcHer. One of the cars of the organization which belongs 
to the union. 

Mr. Leece. The thing that I find hard to understand, Mr. Gallagher, 
is why welfare benefits were not paid out of the welfare fund account. 

Mr. Gauiacuer. I assure you this: if Clarence Wagner would have 
lived, this would never have come to this. Because we hired him as 
counsel to put this together. And as we were going along, we did not 
write a welfare fund check for the simple reason we thought maybe we 
would be wrong by doing such. 

Mr. Leece. The bank statements reflect that over a 3-year period 
there has never been a check written against the welfare fund account; 
that is, only transactions which would reflect a transfer of funds out 
of the welfare fund account, either to the union account or to the fund 
account. 

Now, my question, Mr. Gallagher, is: If you were paying welfare 
benefits out of this particular check at the moment representing 
$6,000 in cash, why would you not have paid that out. of the welfare 
fund account? 

Mr. GaLLAcuer. I just don’t 

Mr. Lerce. Instead of doing what you did, transferring the money 
into the fund account and then wr iting checks to cash ? 

Mr. GatxiaGcuer. I just don’t remember about this one particular 
instance at this time. 
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But I know this: that any transactions of any checks were made for 
the membership in itself. 

Mr. Lerce. Let me refer you to some other checks. 

Mr. Gatiacuer. Yes, 

They were all made, you might say, on the same order. 

Mr. Leece. On May 14, 1952, which is several months later, the 
balance in the fund account was $1,919.24. 

I beg your pardon. 

On May 19, $6,000 was deposited to that account through a credit 
memorandum which reflects a transfer from the welfare fund account. 

And on the same date a check for $6,000 drawn on the Pointers, 
Cleaners and Caulkers fund account, check No. 522, signed by John P. 
Ryan, treasurer, and Edward Gallagher, president, was drawn and 
endorsed by Charles J. Vokoun. 

[ will ask you to identify your signature as the endorsement on that. 

Mr. Voxoun. That is my signature. 

Mr. Lerce. What disposition did you make of the funds ? 

Mr. Voxoun. I went to the bank and cashed it and turned it back 
to Mr. Gallagher. 

Mr. Lerce. Mr. Gall: igher, may I ask what you did with that money ¢ 

Mr. Gauiacuer. Is that another check now? 

Mr. Lerce. Yes. 

Senator Attorr. Will you identify your signature on that too, 
please ¢ 

Mr. Gatiacuer. That is my signature. 

Mr. Leecr. You will note, Mr. Gallagher, on each of the two occa- 
sions that I have referred to that the bank balance prior to the trans- 
fer of funds to the fund account was not sufficient to cover either of 
these checks. 

Mr. Gautiacuer. That is probably why the transfer was made to 
cash and then put back into the—— 

Mr. Lerce. Yes, but my question now at the moment is: What 
happened to the money ¢ 

Mr. Gatiacuer. It must have been put back in the bank or given 
out to the members. 

Mr. Lercre. Now, on June 26, 1952, just a month later your balance 
in the fund account was $1,091.74. On that same date there was a 
transfer of $6,000 to the fund account. 

And on the same date, check No. 544 of the Pointers, Cleaners, and 
Caulkers fund account, payable to the order of cash, $6,000, signed 
John P. Ryan, treasurer, Edward Gallagher, president, endorsed by 
Charles J. Vokoun. 

Would you identify your signature, Mr. Vokoun? And would you, 
Mr. Gallagher, identify your signature ? 

Mr. Voxoun. That is my signature. 

Mr. Lerce. Did you receive cash at the time you cashed that check? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. What disposition did you make of those moneys? 

Mr. Voxoun. I turned it over to Mr. Gallagher. 

Mr. Lercer. Is that your signature, Mr. Gallagher? 

Mr. Gattacuer. That is my signature. 

Mr. Lercr. What disposition did you make of that money? 

Mr. Gatiacuer. The same as the other, I suppose. 

Mr. Lerce. That is $18,000 since February ¢ 
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Mr. Gautnacuer. That is right. All the time we were paying out 
these welfares. 

Mr. Leece. On July 29, 1952, the balance in the fund account was 
69 166.88. And on that date $4,000 was transferred into the account. 

On the same day, check No. 575 of the Pointers, Cleaners, and Caulk 
ers fund account, signed by John P. Ryan, treasurer, Edward Gal 
lagher, president, drawn to cash, with the endorsement Charles J. 
Vokoun. 

Would you identify your signature on that check, Mr. Vokoun ¢ 

Mr. Voxowun. Yes, sir; that is my signature. 

Mr. Lerece. Would you identify your signature, Mr. Gallagher ? 

Mr. Gautuacuer. That is my signature. 

Mr. Leecr. Now, on September 8, 1952, the balance in the fund ac 
count was $1,158.56. On the following day, September 9, $2,000 was 
transferred to this account. And on the same day, check No. 621 of 
the Pointers, Cleaners, and Caulkers fund account payable to cash, 
signed by John P. Ryan, treasurer, Edward Gallagher, president, en 
dorsed by Charles J. Vokoun. 

Would you identify your signature ? 

Mr. Conen. I don’t believe you stated the amount. 

Mr. Leecer. $2,000. 

Mr. Voxoun. Yes. That is my signature. 

Mr. Lerce. Would you identify your signature, Mr. Gallagher ? 

Mr. Gautuacuer. Yes; that is my signature. 

Mr. Lerce. On October 3, 1952, the balance in the fund account was 
$1,394.50. On October 7, $3,000 was transferred to the account. It 
is posted October 7. On October 6, 1952, check No. 642 of the Point- 
ers, Cleaners, and Caulkers fund account in the amount of $3,000, pay 
to the order of cash, executed and signed by John P. Ryan, treasurer, 
Edward Gallagher, president, endorsed Charles J. Vokoun. 

Would you identify your signature ? 

Mr. Voxoun. That is my signature. 

Mr. Lercr. Would you identify your signature, Mr. Gallagher 

Mr. GAtuacuer. That is my signature. 

Mr. Lrecr. On November 5, 1952, the balance in the fund account 
was $1,688.05. 

On November 6, $5,000 was transferred to the account. On Novem- 
ber 5, a check, No. 673 of the Pointers, Cleaners, and Caulkers fund 
account, pay to the order of cash, in the amount of $5,000, signed by 
John P. Ryan, treasurer, and Edward Gallagher, president, endorsed 
by Charles J. Vokoun. 

Would you identify your signature ? 

Mr. Voxoun. Yes; that is my signature. 

Mr. Gatnacuer. That is my signature. 

Mr. Lerce. Now, on January 12, 1953, the balance in the fund ac- 
count was $4,384.52. On January 13, there was transferred to the 
fund account $10,000. 

And on January 12, 1953, check No. 725 of the Pointers, Cleaners, 
and Caulkers fund account in the amount of $10,000 made to cash. 
signed by John P. Ryan, treasurer, and Edward Gallagher, president, 
endorsed by Charles J. Vokoun. 

Would you identify your signature, Mr. Vokoun ? 

Mr. Voxowun. Yes, sir; that is my signature. 

Mr. Lerce. Is that your signature, Mr. Gallagher ? 
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Mr. Gauiacuer. It is. 

Mr. Leece. On April 13, the balance in the fund account was $426.60. 
On the same date, $2,000 was transferred to that account. 

On April 8, 1953, check 777 of the Pointers, Cleaners, and Caulkers 
fund account in the amount of $2,000 drawn to cash was signed by 
John P. Ryan, treasurer, and Edward Gallagher, president, endorsed 
Charles J. Vokoun. 

Would you identify your signature, Mr. Vokoun ? 

Mr. Voxoun. That is my signature. 

Mr. Leece. Would you identify your signature, Mr. Gallagher. 

Mr. Gautiacuer. That is it. 

Mr. Leece. Three days later, on April 16, 1953, the balance in the 
fund account was $4,523.48. And on that date, $10,000 was trans- 
ferred to the fund account. And on the same date, check No. 782 of 
the Pointers, Cleaners and Caulkers fund account in the amount of 
$5,000 payable to cash, signed John P. Ryan, treasurer, Edward 
Gallagher, president, endorsed by Edward Gallagher. 

Mr. Gallagher, would you identify your signature and the endorse- 
ment on that check ? 

Mr. Gauiacuer. Those are my signatures; yes, sir. 

Mr. Leece. On July 3, 1953, you had a bank balance of $9,654.92. 
And on the same day, $10,000 we as transferred to the account. 

On July 8, a check for $5,000 payable to cash, check No. 840 of the 
Pointers, Cleaners, and Caulkers fund account was executed and 
signed by John P. Ryan, treasurer, Edward Gallagher, president, no 
endorsement. 

Will you identify your signature on that check, Mr. Gallagher? 

Mr. Gatiacuer. That is my signature. 

Mr. Leece. You will note, Mr. Gallagher, that that check bears 
no endorsement. 

Mr. Conen. Pardon me. You hadn’t completed your question, had 
you? 

Mr. Leece. Yes. I said that I noted that the check bore no en 
dorsement; but it was drawn by Edward Gallagher, president. 

Mr. Conen. Yes. 

Mr. Leece. Mr. Gallagher, on any occasion have you been able to 
withdraw money from this particular bank without endorsing the 
check ? 

Mr. Gatiacuer. Can I see the check? 

Mr. Leece. You are the drawer. 

Mr. GautLacHer. Let me see the check. Yes. 

Your question again, sir? 

Mr. Lerece. Was it a customary practice in your relationship with 
this bank to be able to draw a check, even though admittedly you did 
draw the check, without endorsing that check at the time you presented 
it to the bank for payment ? 

Mr. Ganiacuer. There were checks drawn; and the salaries were 
paid incash. The check was drawn, it could be drawn, and left there 
for the necessities of the office. 

Mr. Lerce. Now, Mr. Gallagher, those checks total $54,000. 

Mr. Vokoun has testified that i in a number of cases, in most cases, 
he endorsed these checks and turned the cash over to you. 

What disposition did you make of the cash received from Mr. 
Vokoun ? 
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Mr. Gauiacuer. The disposition of that? 

Mr. Lerce. Yes. 

Mr. Gautiacuer. It went for the members of our organization. 

Mr. Leece. How did you pay them? Did you pay them in cash ¢ 

Mr. GatiacHer. Paid them in cash, surely. Or whatever things 
that were to be paid were paid in cash. 

Mr. Leece. Mr. Gallagher, Mrs. Sielski has testified—and she is 
the office manager, as I understand it, for local 52—I am talking about 
Mrs. Sielski who is the office manager for local 52-——— 

Mr. GALLAGHER. Yes, sir. 

Mr. Lerce. She has testified—and I believe Mr. Ryan has also testi 
fied—that the ordinary welfare benefit payment by local 52 is a $50 
payment. 

Now, this same statement that I have referred to lists hundreds of 
checks for $50, $100, $200, running into a total of some $85,000, 

What would be the purpose of those checks ? 

Mr. Gatiacuer. In the organization itself? 

Mr. Lerce. What was the purpose of those $50 checks, of which 
there are hundreds in this account, written against the fund account? 

Mr. Gatitacuer. The purpose of those checks is for the betterment 
of our organization and the reason for it is that the two accounts 
were mixed. 

Mr. Leece. In other words, these $50 checks represent a welfare 
benefit payment to a member of local 52? 

Mr. GALLAGHER. Surely. 

Mr. Lrece. Now, I ask you what do the $6,000 checks written to 
“cash” represent; or the $6,000 and $10,000 checks, totaling over 
$50,000 ? 

Mr. GatiAGueER. It could be anything within the membership. 

Mr. Lerce. Could be anything’? 

Mr. GALLAGHER. Yes, sir. 

Mr. Lerce. A $6,000 check on February 7, 1952, a $6,000 check—— 

Mr. GaLiacuer. That might be for a 

Mr. Conen. Let him finish. 

Mr. Lerce. A $6,000 check in June of 1952, a $4,000 check in July 
of 1952, a $2,000 check on September 8, 1952, a $3,000 check in October 
of 1952: they could be for anything? 

Mr. GALLAGHER. Surely. 

Mr. Conen. Do you want him to explain ? 

Mr. Leece. Yes. I would like to have him explain why $50 checks 
were written as they should be written against the fund account; but 
the checks ranging from $3,000 to $10,000 were written to cash and 
signed by Edward Gallagher, and the money received by Mr. Gal- 
F agher i in cash. 

‘Mr. GALLAGHER. Now, there is a lot of—you were talking about 
$50 checks. There is a lot more attached to those $50 checks than 
$50 checks. And when a man is hurt and is on his back, he can’t wait 
until he gets the $50. They live from day to day. It is brought to 
his home, or whatever his needs might be. 

Mr. Lerece. Why in the case of the $50 check, Mr. Gallagher, did 
you make it payable to John Smith, a member of local 52; but in the 
case of a $10,000 check, it is made to “cash” and Mr. Gallagher gets 
the cash ? | 
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Mr. Gariacuer. He probably didn’t get that $50 check until he got 
the cash, was able to come down and get. the $50 check. 

Mr. Lerece. But the check is made payable to the member? 

Mr. GauLacHer. But you will find out from the day he was hurt 
until he receives that $50, he didn’t actually get his $50 probably until 
5 or 10 weeks later. 

Mr. Leece. I am simply asking you, Mr. Gallagher, why when you 
were paying benefit payments, making benefit payments out of this 
fund account in the amount of $50 or $100, as the statement reflects, 
or $100, totaling some $85,000, why those checks in that case were made 
payable to the member of the local ? 

Now, that is a proper practice. But why when you were drawing 
a check for anything from $2,000 to $10,000 was the check made to 
“eash,” drawn by Edward Gallagher, and the cash turned over to you? 

Mr. Gatiacuer. Well, there is many a thing that comes up in the 
organization that must be paid in cash. 

Mr. Leece. All right. Why did you pay some members in cash 
and others by check, if this money was used to pay benefits? 

Mr. Gatiacuer. It surely was. 

Mr. Leece. The usual procedure with the $50 checks was to pay the 
beneficiary direct by check, the check being made payable to him? 

Mr. Gautiacuer. That wasn’t the usual procedure. The procedure 
to start with, from the start, was cash. 

Mr. Lerce. The checks indicate that was the procedure, where you 
were paying a $50 benefit. 

Mr. Gatiacuer. That is when we get down to a little better system 
than just paying the cash. 

Mr. Lerecr. May I ask you this: Mr. Ryan’s signature is on all of 
these ? 

Mr. Gatiacuer. That is correct. 

Mr. Leece. As was required. Did you indicate to Mr. Ryan what 
the purpose of these checks was? 

Mr. Gautiacuer. Mr. Ryan is well aware of the fact that any member 
of our organization can come in with any of his troubles or otherwise 
they received as such. 

Mr. Lerece. Mr. Ryan has testified he signed these checks at your 
instructions, before the check was ever executed, and turned the check 
over to you blank, except for his signature. Now, is that true? 

Mr. Gatiacuer. That is correct. I have done the same thing. I 
have signed my signature and left it there while I went to a convention 
or otherwise. 


Mr. Leecr. He had no information as to the disposition made of 
these funds? 

Mr. Gatiacuer. There was no reason for anybody to have any dis- 
position as to who was getting the funds or otherwise, because they 
were given to those that was deserving of it, and in return, those that 
got it know it. We can fully cover anything that we have here. It 
was just a matter of not keeping things the way it should have been 
kept, and I am no auditor. 

At the same time, I am more than liberal in giving the payments 
out. The reason we created this fund was when members of our organ- 
ization who worked 30 floors in the air and risked their life every day, 


and then when it comes to compensation they receive $25 a week and 
have 2 or 3 kids. 
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If there is 2 or 3 kids, he had $28. Well, it causes them to go back 
to work all the quicker, and in return, we created the nickel-an-hour 
fund so that he wouldn’t have to go to work before he was able to go, 
in order to feed his family. 

In a likewise manner, we dished it out to the members only, and I 
don’t know of anybody—if I was to bring my whole organization in 
here—that it would. go on, above the amount that you say. 

Mr. Lerce. Well, that may all be true, Mr. Gallagher. 

Mr. Gaviacuer. It is true. 

Mr. Leece. But isn’t it strange that nobody else in the office has 
any idea as to what happened to this money, and isn’t it a strange 
procedure that you would ask Mr. Ryan to put his name to a check 
before the check was drawn ¢ 

Mr. Conen. Mr. Leece, 1 fear we are reaching a point here where 
there is argument between you and the witness. Now, he has testified 
to a certain procedure, and if the chairman please, I would object to 
this argumentation. 

Mr. Lerce. It is not argumentation. It seems to me, Mr. Cohen, 
that we are at a rather vital point in these proceedings. ‘The record 
shows that some—over $50,000 was drawn against this account. 

There has been no explanation, no reasonable explanation, I would 
say, as to the disposition made of those funds. 

Mr. Conen. Well, Mr. Leece, my objection was to a question of 
yours which had the effect of calling for.a conclusion from this wit- 
ness as to whether or not it was strange that it was handled in that 
manner. 

Now, I don’t know whether that calls for a “yes” or “no” answer 
or what you wish. He has already explained that it wasn’t handled 
in the proper manner. He is aware of that. He has testified to the 
manner in which it was handled, from which certain inferences can 
be drawn by reasonable men, and I don’t see the purpose—I am well 
aware of the inquisitorial powers of this committee, but I question 
the purpose of calling upon this witness to answer whether or not that 
was strange. 

Mr. Lerce. Well, will he answer the question that was originally 
posed: That is, what disposition was made of this money # 

Mr. Voxoun. I can answer part of that, if you don’t mind, siz 

Mr. Leece. I would like Mr. Gallagher to answer. 

Mr. Voxoun. All right, sir. 

Mr. Conen. I believe that his last answer is an answer to that. 

Mr. GatiaGHer. To prove what we did with the money and what 
was done with the money, there is not a complaint in our organization 
by anybody. We also—it will show in the records to where a mem- 
ber of another local, 21 of the bricklayers, and he was a member of 
ours—he was a superintendent—he had $836 in the fund. 

We refunded that money to him, for the simple reason he belonged 
to another local upstairs, and that money would have been—we do 
not collect from these members when the -y go out of town. If they 
go out of town—they are under the jurisdiction of another local, and 
if that local has a welfare, the money goes into that welfare, the same 
as you are asking about paying this money, this money went to the 
members where it should have gone. 

Senator Doveras. Mr. Gallagher, I am trying to understand your 
position. Are you saying that you got this money in cash, kept it 
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in your pocket, and then paid out cash to people who came to you with 
claims? Iam trying to get your position. 

Mr. Gannacuer. W ell, we would hire an attorney or—if it was used 
for convention expenses, State conferences, and so on. That would 
come out of there, and if we send delegates to the State conference, 
there would be 4 or 5 go. 

Senator At.orr. In other words, you used welfare funds for at- 
torney fees, to send delegates to State conferences, to pay traveling 
expenses and other things connected with the union ? 

Mr. GaLLacuer. It was the general fund. 

Senator Atiorr. That is what you just said. 

Mr. GaLtLacuer. No, it isn’t what I just said. 

Senator Arxorr. I would like to have the reporter read back his 
answer, 

Mr. Gatuacuer. If I did, I answered wrong. We used the fund 
money. 

Senator Atiorr. Let’s have the reporter read the answer back. 

(The answer was read by the reporter.) 

Senator Doveras. I would like to point out that these checks are 
drawn on the fund, not on the union account. 

Senator Arsorr. That is right. That is on the 5-cent or defense 
fund, as I understand it. 

Mr. Cowen. Senator, they commingled 5- and 714-cent funds. 
think the record should show that. 

Senator Dovetas. That is correct. Well, now, I am trying to get 
your aan You would keep this money in cash. If men came 


to you with claims for doctors bills, you would pay out of your pocket 
in cash ? 


Mr. GatiacHer. Surely. 

Senator Dove.as. Would you pay for hospitals? 

Mr. Gatiacuer. Well, let's say—maybe I am hard sometimes at 
gathering the question quickly, Now, we would say if a member of 
our organizations wife was having a baby, in return, we didn’t have 
any clause in there for such a case. We would make—he would come 
down and he would get that money for 

Senator Doveras. That i is, you would pay the money to him, per- 
sonally. Would he give you a receipt for this? 

Mr. Gatuacner. No, he wouldn’t have to give a receipt. 

Senator Dovetas. You would give the money without a receipt? 

Mr. GatiacHer. That is correct. 

Senator Dovetas. Would you pay doctor bills? 

Mr. Gauiacner. Doctor bills and hospital bills. 

Senator Dovetas. Why didn’t you have checks written on this, as 
Mrs. Sielski testified that you did? 

Mr. GALLAGHER. Well, we figured if we went too far with it, we 
wouldn’t be able to pay the claims we were going on, because there 
wouldn’t be enough there to pay. 

Senator Dovetas. Well, no, but this came out of the fund. 

Mr. GatLacHer. Surely. 

Senator Doveras. You didn’t increase the amount of money by 
taking it in cash. If you had allowed it to remain in the account of 
the fund, you would have had that much more upon which you could 
have written checks. 
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Mr. Gatuacuer. But if you went through it all, what we intended 
to, you would have to have millions of dollars to cover the wives 
and the kids, and that is how they—— 

Senator Doveras. Well, you don’t increase your fund by paying in 
cash, rather than by check. It is merely another form of payment. 
My query is: Why didn’t you pay these by check and get a receipt for 
t, instead of paying it out of your pocket and getting no receipt? 

Mr. GatiacHer. Well, on one instance, I can recall right offhand 
where one of our members was in the hospital in Minneapolis, and 
he was in an oxygen tent, I guess, for 3, 4 months, and before we 
could take him from Minneapolis and move him to Illinois, we had 
to pay them in cash, and the check was made out in cash and paid 
that way, too, and since then, these bills we all get in. 

Senator Doverias. Couldn’t it have been made to the order of the 
hospital or made to the order of the sick member? It wasn’t neces- 
sary to make it to cash. 

Mr. Gatiacuer. Before they would let you move him out of Min- 
neapolis to Illinois, they wanted the cash. 

Senator Doveras. Well, it could be by check or by order of the hos- 
pital, or check to the sick member. 

Mr. GaALuacuer. Before they let you out of the hospital, they 
wanted to make sure they have got the cash in their hand. They 
wouldn’t trust a check. 

Senator Attorr. Hospitals still don’t have a lien on the bodies of 
people for the debts that are created. 

Mr. Gatiacuer. If you saw the bills, you would think they did 

Mr. Conen. Senator, I think what you say is very true, but I think 
we must also recognize that to the uneduc: ated, many hospitals do give 
that impression. 

Senator Anvotr. Are you implying that Mr. Gallagher is un- 
educated ? 

Mr. Conen. I certainly am. I am more than implying. I state 
that explicitly. 

Senator Doveias. Mr. Gallagher, may I ask this: For what other 
purposes did you use this cash ? 

Mr. GaLuaGuer. For cash # 

Senator Doveras. Yes. Some $55,000 has been traced to you, now, 
in cash from the fund, and since the deposits i in the fund were simul- 
taneous with your checking amounts out of the fund, these amounts 
really came from the welfare fund. 

You have said you paid cash benefits. Were there any other things 
which you paid with this cash that was in your pocket? 

Mr. GatiaGuer. We done an institution for an organization and 
paid the members cash for that, too. 

Senator Doveras. Would the stenographer repeat that reply? 

Mr. Conen. May I interpret it? 

Senator Dovetas. Just a minute. What do you mean by that? 

Mr. GarxiacHer. For their work. 

Senator Dove.as. For the hospitals? 

Mr. Gatiacuer. No, not a hospital; no. It is a charitable institu- 
tion, the Aldrado Sisters. 

Senator Dovetas. I see, donations to charity? 

Mr. GatiaGuer. That is right. 
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Senator Doueias. Any other ? 

Mr. GALLAGHER. It has happened in many cases where we get favors 
in return, and in return, we do that—in that manner do the work and 
pay the members for it. 

Senator Doucias. Could you give some instances of that? 

Mr. GALLAGHER. Well, we could give the Presbyterian Shoe Work- 
shop. It is a church where they repaired the shoes and stuff like 
that. 

Senator Doveias. You would make donations to churches? 

Mr. GatiacurEr. We did the work and the members received the 
pay. 

Mr. Couen,. Senator, just to clarify it, it is not exactly a donation in 
eash. They would do repair work on the building in the instance of 
the Aldrado Sisters, or the Presbyterian Workshop, and the tuck 
pointing and cleaning would be performed at no cost to the institution. 
The union would pay the men. 

Senator Dovueias. Now, you mentioned before that you paid ex- 
penses to conventions out of the fund. 

Mr. Gatiacuer. That was the defense fund, yes. 

Senator Doueas. Well, this is the fund you are speaking of 

Mr. GALLAGHER. Yes, 

Senator Doves. So some of this cash would be used in payment 
of expenses to delegates to the conventions? 

Mr. Gautiacuer. That is correct. 

Senator Doueias. Would you use some of it for payment of lawyer 
fees? 

Mr. Gatiacuer. Where a lawyer was necessary or bond had to be 
made or otherwise—whatever the member was in need, why we did it. 

Senator Douctas. Now, attorneys for yourself, for the union, or 
attorneys for members? 

Mr. GatLacuer. Attorneys for members. 

Senator Doveias. Attorneys for members ? 

Mr. GALLAGHER. Yes. 

Senator Doveias. Would you pay your attorneys out of this fund? 

Mr. GatLacuer. My attorney out of the fund? 

Senator Dovetas. Yes. 

Mr. GaLuaGHeER. I so hired Clarence Wagner as the lawyer, and I 
surely know that he wasn’t working for nothing, and I am sure if he 
lived, this mixup wouldn’t be. 

Senator Dovenas. But now I am trying to get your position. Is 
it your position that you did not use any of this money for your per- 
sonal use ¢ 

Mr. Gauiacuer. None whatsoever. If any—I make less than the 
members make. 

Senator Doveias. Now, this is very serious—this is a very serious 
matter. 

Mr. GaLLacuer. When you say personal use 

Senator Dovueias. The reply to this question is a very serious mat- 
ter, and I want you to consider carefully when you make your reply. 
It is my duty to warn you to be careful. 


Is it your position that you did not keep any of this money for your 
personal use? 


Mr. GaLLacuer. No, sir. 
Senator Douetas. You did not keep any? 
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Mr. Gauiacuer. It was for the betterment of the organization. 

Senator Dovenas. It was all distributed either to members, to 
institutions, or to others who helped members ¢ 

Mr. Gatiacuer. That is right. 

Mr. Leece. Who is William J. Gallagher? 

Mr. GauLacuer. He is my brother. 

Mr. Lerce. Is he employed by the union ? 

Mr. GALLAGHER. He is. 

Mr. Leece. I have here a series of 6 checks totaling $608.88. ‘They 
are in the usual case for about $100. They are drawn on the fund 
account, signed by Mr. Ryan and Edward Gallagher, president, en- 
dorsed by William J. Gallagher. 

Were those payments made for services rendered ¢ 

Mr. Gatnacuer. May I see the checks? 

I am pretty sure that you will find this is salary. 

Mr. Lerce. Salary to William Gallagher ? 

Mr. GALLAGHER. With the social security deducted, yes. 

Mr. Lerce. Is he still employed by the union, Mr. Gallagher? 

Mr. Gatuacuer. He is employed by the union. 

Mr. Lerce. How long has he been employed by the union? 

Mr. GauLacner. When did the war end? When was the war over? 

Mr. Lerce. 1945. 

Mr. Gatiacuer. He went in the following year. About that. I 
wouldn’t say for sure. 

Mr. Lerce. 1946; and he is still employed ? 

Mr. Gatiacuer. Still employed. 

Mr. Lerce. But the only evidence of any salary payments to him 
were those six checks. 

Mr. GatiaGuer. There could have been a mixup, sir. 

Mr. Lrecr. But these checks strike you as being salary checks ? 

Mr. Gattacuer. Yes. He gets $125 a week, and I imagine the social 
security deducted off would be that. 

Senator Dovenas. Mr. Gallagher, if he is an employee of the union, 
he should have been paid with a check drawn on the union account, 
instead of which these checks are drawn on the fund account. 

Mr. Gau.acuer. As I say, it could have been a slipup there, sir. 

Mr. Lercr. Now, Mr. Gallagher, I also have six checks drawn to 
cash in each case on the Pointers, Cleaners, and Caulkers fund account, 
one check for $500, another check for $600, one check for $2,000, an- 
other check for $2,000, a check for $1,200, and a check for $3,000, 
all drawn to cash signed by you, and in each case they are endorsed 
“William J. Gallagher.” 

What was the purpose of those checks, a total of $9,300 ? 

Will you identify your signature on all of those checks, Mr. Gal- 
lagher ? 

Mr. Gatiacuer. They are my signatures. 
tion as to what ‘was done about the $9,000 paid to your brother ? 

Mr. Gautacuer. Well, offhand, I couldn’t tell you, sir. 

Senator Dovetas. Mr. Gallagher, what was your reply to the ques- 
tion as to what was done about the $9,000 paid to your brother? 

Mr. Gatiacuer. It wasn’t paid to my brother. It just shows that 
he _ them. That could be just like—they are brought back— 
cashed 


Senator Doveras. Did he turn the money over to you? 
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Mr. Gattacuer. He must have, if he signed them. 

Senator Dovetas. What did you do with the money ¢ 

Mr. Gatacuer. As I did with the rest. We had had either North 
LaSalle or 908 Monroe Street, and used it as such. 

Senator Dovetas. In other words, are you saying that your brother 
did not keep these checks ? 

Mr. Gatiacuer. No. I would say that, yes. 

Senator Dovenas. He didn’t keep the money from the checks? 

Mr. GALLAGHER. Yes. 

Senator Dovenas. But turned the money back to you, and you used 
this money for the purposes which you have stated ? 

Mr. GALLAGHER. Yes. 

Senator Doveias. Do you further state that you did not use any of 
this money for your personal use ? 

Mr. GALLAGHER. Yes, sir. 

Senator Dovetas. And you are aware of the gravity of that reply’ 

Mr. GALLAGHER. Yes, sir. 

Mr. Leece. Have you ever stayed at the Robert Richter Hotel, Mr. 
Gallagher, in Miami? 

Mr. GaLuaGuer. Yes, sir. 

Mr. Leecr. I have a check here dated March 4, 1950. “Pay to the 
order of cash, $300.” Signed, “John P. Ryan, treasurer. Edward 
Gallegher, president.” With stamped endorsement, “Howard K. 
Kerwit, management account, Robert Richter Hotel.” The check 
cleared through a Miami bank. Would you tell the committee what 
was the purpose of that payment ? 

Mr. Gauiacuer. That was a convention. 

Mr. Lerece. Convention of bricklayers ? 

Mr. Gauiacuer. Bricklayers, plasterers, and masons. 

Senator Doveias. Why was not that check drawn on the union 
account, rather than on the fund account? The expenses of the dele 
gates would be borne from the funds of the union, since that is not a 
welfare activity. 

Mr. GaLiacuer. That comes again where the two accounts are 
mixed up, the defense account 

Senator Dovueias. You think it should have been drawn on the 
union account ? 

Mr. Gauiacuer. Yes; it should have been. 

Senator Doveias. Why didn’t you do it ? 

Mr. Gatacuer. I will state this: That that money was always used 
for convention expenses, or so on. 

Senator Doveias. You mean the fund money ? 

Mr. Gatiacuer. The fund money, but not the welfare money. 

Senator Doveias. Well, the fund money is built up from 5-cent 
contributions of the men, but also $85,000 is a transfer from the wel- 
fare fund. So that it is partially fed from the welfare fund, and in 
the case of these early checks, since the welfare fund would deposit 
to the fund account approximately the same amount as would be 
checked out from the fund account, presumably in the case of these 
larger checks which we touched on first, those really came from the 
welfare fund, but you say this is a legitimate expense from the 5-cent 
fund. 

Mr. Gatiacuer. Yes, sir. 

Senator Auuorr. May I ask a question ? 
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Senator Doveias. Yes. 

Senator Anvorr. I intend, Mr. Chairman, to ask him many ques 
tions a little further on here. 

You say that this is just a mixup, this $300 check. 

Mr. Gatiacuer. I don’t say it isa mixup. It isa bill. It was paid 
out of such funds. 

Senator ALLorr. You say it was a mixup in that it was written on 
the wrong account; is that right 

Mr. GALLAGHER. It was written as such because it was an expense. 

Senator Atvorr. And union funds were spent out of the defense 
fund for conventions ¢ 

Mr. GauiaGcuer. Surely. 

Senator Atuorr. I would like to ask, Mr. Leece, if any other checks 
showed up on this particular trip of March 4, 1950, 

Mr. Legcr. No, sir. 

Senator Atiorr. The answer is “No.” 

Senator Dovenas. I think there is a clarification that should be in- 
troduced here, namely, that we do not have in our possession and did 
not subpena the books of the union account into which the records 
show $120,000 was transferred from the welfare fund. 

Mr. GALLAGHER. You will find out on some accounts that the ex- 
pense of the union will run higher than what the union takes in. 

Senator Atiorr. What is that answer? 

(The answer was read by the reporter.) 

Senator Attorr. What do you mean by that statement ? 

Mr. Gantacuer. Well, the salaries are a little higher. When all 
obligations are met, it costs us more to run than we take in. 

Senator Atorr. If it costs more, who pays the difference ? 

Mr. GALLAGHER. That is what the fund was for. 

Senator AtLorrT. That is another thing that the fund is for? 

Mr. GALLAGHER. Yes. 

Senator Attorr. What are your salaries, Mr. Gallagher, while we 
are here? 

Mr. Gauviacner. My salary ? 

Senator Atiorr. Yes. 

Mr. GaLLaGueEr. $125 a week and expenses. 

Senator Atvotr. All right. How many dollars in expenses did you 
draw last year ? 

Mr. GaLtuacuer. Well, I couldn’t state that, sir, offhand. 

Senator Atxotr. All right. How long will it take you to get the 
figures together and present them to this committee ? 

Mr. GALLAGHER. oo couldn’t estimate it. 

Senator ALvorr. I don’t want you to estimate it. I want the figures 
as to how much you got in expenses last year. 

Mr. Gatiacuer. You will find that some of ae cash checks— 
going to funerals, going to wakes, visiting the sick, all the duties of 
the union. You are on a schedule 24 hours a ian, wherever you go, 
and you meet people. You are considered to be somebody, and you 
have got to act as such. 

Senator Atorr. I want an answer to my question. How long will 
it take you to get the figures together to show how much you drew in 
expenses last year out of this union or out of this fund ? 

Mr. Gatiacuer. The auditors are going over that now, and we ought 
to be able to get that straightened out. 
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Senator ALLorr. What I want to understand is: As of this date, 
April 4, 1955, you have no knowledge whatever by which you could 
even make an estimate of how much money you took out of one of these 
funds for expenses last year, the last calendar year, 1954; is that right! 

Mr. Gatitacuer. I couldn’t answer that. 

Senator AtLorr. Could you answer it within $1,000? 

Mr. GaLLaGuer. No, sir, because money with me isn’t—it don’t hold. 

Senator AtLorr. How much does Mr. Ryan get? The same as you! 

Mr. GALLAGHER. Yes, sir. 

Senator ALLorr. Does he draw an expense account ¢ 

Mr. Gautiacuer. He might have some additional small expense 
accounts, 

Senator Atiort. I a asking you. Does he or does he not? 

Mr. Gatitacuer. Well, he might have. If a bill was presented in 
there, we paid it. 

Senator AtLorr. The reason I object to your answer is that you are 
the only one who writes checks on these accounts and signs them. You 
have the control. 

Mr. Gatiacuer. That is right. 

Senator Attorr. And you know whether or not he has an expense 
account. 

Mr. GatLacuer. Well, if he had any additional expenses—— 

Senator ALiorr. Did he have some expense accounts last year 4 

Mr. Gautiacuer. Well, I wouldn’t know offhand. If it was there, 
I would sign the check. 

Senator Arorr. And what does Mrs. Sielski draw ? 

Mr. GALLacuer. I guess she gets—you could ask her. She is here. 

Senator Atiorr. I am asking you. 

Mr. Couen. If you know. 

Senator ALLorr. Your answer is that you don’t know what she 
draws? 

Mr. GautLacuer. Not exactly. After social security is taken out, I 
wouldn’t know. 

Senator Atiorr. I don’t want anything about social security. I 
want to know how much she draws. 

Mr. GAutLacuer. I sign the checks, and I know that she is a very 
efficient girl. 

Senator Atiorr. There are just the three of you in that office, aren’t 
there ? 

Mr. GALLAGHER. No, there are five, or six. 

Senator Atnorr. Two other girls? 

Mr. Gatiacuer. Six altogether. No, there are two other business 
agents, and 

Senator At.torr. What do the business agents draw ¢ 

Mr. GALLaGuer. $125 and expenses. 

Senator AtLorr. What are these expenses? That is what I am 
interested in. 

Mr. Gatiacuer. Automobile, entertaining. 

Senator Atiorr. What kind of automobiles do they have? 

Mr. GautiaGuer. One has a Chrysler. 

Senator Atnorr. Eight? 

Mr. GatnaGuer. One has a Roadmaster Buick. 

Senator AtLorr. Do you pay for the purchase of those cars? 

Mr. Gatiacuer. Surely. 
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Senator ALLorr. 
Mr. GALLAGHER. 
Senator ALLoTT. 
Mr. GALLAGHER. 
Senator ALLorr. 
Mr. GALLAGHER. 


both. 


Senator ALLor’T. 
Mr. GALLAGHER. 
Senator ALLort. 
Mr. GALLAGHER, 
Senator ALLoTT. 
Mr. GALLAGHER. 
Senator ALLor’r. 
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And all the upkeep on them ¢ 

Expenses. 

And all the gas and oil? 

Yes. 

Where does that money come from ? 

From the union and the fund, also; union and fund 


Then you have another girl besides Mrs. Sielski? 
She is in the downtown office. 

In your office ¢ 

Downtown office. 

Where is that ? 

30 North La Salle. 

That is Mr. Vokoun’s office. 

Well, that is the girl that is in that office. 

What does she draw / 


Mr. Voxoun. $60 a week. 


Senator ALLorr. 
yours, then ¢ 

Mr. GALLAGHER. 
Senator ALLort. 


And you consider Mr. Vokoun’s office the same as 


Surely. 
Now, can you tell me in addition to the car allow- 


ances for these two business agents, does Mr. Vokoun have a car? 


Mr. GALLAGHER. 
Senator ALLorr. 
Mr. GALLAGHER. 
Senator ALLorr. 
Mr. GALLAGHER. 


Yes, sir. 

Is that furnished by the union ? 
Yes, sir. 

What kind is it? 

A Cadillac, 1949; 1949 or 1950. 


Mr. Voxoun. 1949. 


Senator ALLorr. 


And does he have all of his expenses in connection 


with that Cadillac taken care of ¢ 


Mr. GALLAGHER. 


Senator ALLorr. 


Mr. GALLAGHER. 
Senator ALLorr. 
Mr. GALLAGHER. 
Senator ALLorr. 


Surely. 


‘Repairs ¢ 


That is right. 

Gas and oil? 

That is right. 

Is any accounting required of him as to the amount 


of mileage that is used in union business 4 


Mr. Gauuacuer. The car is used 24 hours. 


Senator ALLorr. 
Mr. GALLAGHER. 


Senator ALLorr. 


Mr. GALLAGHER. 


Senator ALLOTT. 


Mr. GALLAGHER. 
Senator ALLorT. 
Mr. GALLAGHER. 
Senator ALLorr. 
Mr. GALLAGHER. 
Senator ALLorr. 
Mr. GALLAGHER. 


Senator ALLOoTT. 


Mr. GALLAGHER. 


He has to go out at night, 
or otherwise, it is still the duties of the organization. 


In other words, there is no accounting required. 
No, sir. 

Do you have a car? 

Yes, sir. 

What kind? 

Cadillac. 

What year is it? 

1954, 

And does the union pay for all of your repairs? 
one 
All of your upkeep on it? 
rT . 

That is correct. 

All your gas and oil ? 
That is right. 
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Senator Atiorr. And there is no accounting by you to the unio. 
either as to the amount that this car is used in personal matters, and 
the amount that it is used in business matters, union matters? You 
make no accounting to the union or anyone as to that? 

Mr. GaLtacues. We make the accounting as to what is paid on the 
car, you mean ? 

Senator Atvorr. No; how much of the car is used for personal 
matters and how much for the union ? 

Mr. Gatuacuer. The ear is used strictly for the union. It is used at 
all times. 

Senator At.orr. Were you in Florida recently ? 

Mr. Gatiacuer. Yes, sir. 

Senator At.orr. Did you have the car there? 

Mr. Gauiacuer. No, sir. 

Senator AnLorr. Now, are there any other cars that the umion 
furnishes anybody ? 

Mr. Gatiacuer. We furnish a car at all funerals and furnish pall- 
bearers, pay the pallbearers, and such as that. 

Senator Arrorr. You mean you hire those special ? 

Mr. Gatiacuer. No. We request our members and our members 
lose a day’s pay and in return, we give them the day’s pay. 

Senator Atuorr. That doesn’t answer my question. Are there any 
other members or officers who have cars furnished them by the union? 
Mr. Gauiacuer. If the union has to hire another car, they do so. 

Senator Anxiorr. All right. IT will ask the question again. Do 
any of your officers—you testified that you have a Cadillac. Does Mr. 
Ryan have a car? 

Mr. Micah He has his own car. 

Senator Atiorr. Does the union pay him expenses for his own car? 

Mr. Gatiacuer. No, sir. 

Senator Attorr. Mrs. Sielski, is she furnished a car by the union? 

Mr. GatiaGuer. No, sir. 

Senator Atuorr. Well, it may be a laughing matter, but I thought 
since you were furnishing such good cars, you might take care of 
every body. 

Mr. Gauuacuer. Well, you might as well have a good one, instead 
of riding around ina junk and be ‘stopped all the time. 

Senator Atxorr. That is right. Nothing but the best. You have 
only two business agents? 

Mr. Gatnacuer. No; we have 3; 4. 

Senator Atiorr. Now, you have told me that two business agents 
havecars. Dothe other two? 

Mr. Gatiacuer. Three. There is Sullivan and two Gallaghers. 

Mr. Conen. He is counting himself asa business agent. 

Mr. Gatiacuer. I count myself as a business agent, too. 

Senator Atitorr. Oh, I see. Three business agents counting your- 
self. 

Mr. Gatiacuer. Yes, sir. 

Senator Atiorr. Now, I hand you herewith a check dated June 4, 
1953, on the fund account to the Lindsey Cadillac Co. for $1,166.32, 
also signed by Mr. Ryan, and ask you if you can tell me what that is 
for and if that is your signature and Mr. Ryan’s signature ? 

Mr. GALLAGHER. That is my signature. 

Senator Atnorr. What was that check for? 
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Mr. GaLttacuer. That could have been—the car was smashed up. 

Senator Atiorr. Iam asking you what it is for. If you don’t know, 
S \\ sO. 

Mr. Gatnacuer. It could be for the car being smashed up and re 
pairs on the ear. 
~ Senator Atiorr. I want to know whether that is what it is for. If 
vou don’t know, say so. 
~ Mr. Gatiacuer. It is the Cadillae people we do business with. 

Senator ALLorr. What is the date on that check ¢ 

Mr. GALLAGHER. June 4. 

Senator AtLorr. 1954? 

Mr. GaLLacuer. 1953. 

Senator AtLorr. Was that a payment in trade or was that a repair 
bill? 

Mr. Gatuacuer. I think you will find that the car was smashed up, 
ind that was paid for the repair bill, because 

Senator AtLorr. There was no insurance on the car 

Mr. Gatnacuer. Well, it was paid quickly, 1 guess, and there was 
1 suit in court on it. 

Senator Atiorr. Don’t you carry insurance on your cars / 

Mr. Gatiacuer. Yes. On the Cadillacs; we carry insurance on 
all of them. 

Senator AtLtorr. Why would you have to pay $1,166 ¢ 

Mr. Gatuacuer. I can’t explain exactly what that was for. That 
could have been for the repair on one of the other Cadillacs. It could 
have been repair on the 1949 

Senator ALLorr. You wouldn’t have a repair bill on a car of $1,100 
you can put a new engine and a new transmission and new differential 
in for that. 

Mr. GatLacuer. Not in the Cadillac places. 

Senator AtLorr. Yes: you can. 

Mr, GALLAGHER. Well, that could be checked out. 

Senator Doveras. Not being an expert on Cadillacs, I am not com- 
petent to offer any comment. 

Mr. Gatiacuer. I can’t state definitely. 

Senator Atxorr. You will not state definitely what this check is for? 

Mr. GauLacuer. I didn’t say I will not. I say I can’t state at this 
time what the check was for to Lindsey. 

Senator Atvorr. All right. Will you say definitely that it was not 
the difference on a trade-in? 

Mr. Gauuacuer. It could be on one of the cars. I can’t just state 
what it is for. 

Senator Atiorr. And yet you state also that you do carry complete 
insurance on your cars / 

Mr. GatLacuer. We do. 

Senator Atiorr. All right. Now, I hand you herewith a check on 
the fund account dated June 5, 1952, signed by yourself and Mr. Ryan. 
Will you identify the signatures? Payable to the Walton Motors, 
Inc., for $1,700, and tell me what that is for ? 

Mr. GALLAGHER. That was a balance payment on a Chrysler car, on 
the Chrysler. 

Senator Arvorr. And that was drawn on the fund account? 

Mr. GALLAGHER. Yes, sir. 
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Senator Dovenas. Shouldn’t these checks have been drawn on the 
union account ¢ 

Mr. Gatiacner. I suppose they should have, but it is the way they 
were made out. 

Senator Doveas. That is, if they should have been drawn at all, 

Senator Atuorr. I will desist now, Mr. Leece. 

Senator Dovuceias. The Chair has to make an announcement on the 
floor of the Senate. He will be back in 5 minutes. 

Mr. Lerce. Mr. Gallagher, what is the Ocean Grand Operating 
Corp., Miami Beach ? 

Mr. GALLAGHER. I couldn't tell you. 

Mr. Lerce. Is it a motel? The Ocean Grand Operating Corp.’ 
T have a check No. 446 drawn on the Pointers, Cleaners, and Caulkers, 
to cash, for $400, signed by you, Edward Gallagher, president; John 
P. Ryan, treasurer. 

Mr. GaLLacuer. What date? 

Mr. Leece. February 19,1952. Do you recall whether you were in 
Miami Beach at that time ? 

Mr. Gatuacuer. Yes, I wasin Miami at that time. 

Mr. Lerce. What were you doing in Miami Beach at that time ? 

Mr. Gatiacuer. I could have been i in the conference. 

Mr. Leece. Is that your signature on the check ? 

Mr. GALLaGuer. Surely. 

Mr. Leece. You have no recollection of what that money was paid 
for? 

Mr. GAatiacuer. It could have been hotel expense or otherwise. 

Mr. Leecr. $400, Mr. Gallagher. You have no recollection at the 
moment what it is for? 

Mr. Gatiacuer. Well, I can’t recollect the hotel. I might have 
been in there with some friends and been in another place, but I can’t 
recollect the hotel corporation. 

Mr. Leerce. I have another check dated November 14, 1952, No. 677, 
drawn on the Pointers, Cleaners, and Caulkers fund account, drawn to 
cash, $500, signed “John P. Ryan, treasurer; Edward Gallagher, 
president,” endorsed “for deposit, Flora Factors & Furriers.” What 
was that spent for? 

Mr. Gatiacuer. Let me see. 

Mr. Lerce. Will you identify your signature on that, please, sir? 
Ts that your signature, Mr. Gallagher ? 

Mr. GaLtaGHer. Yes, that is. 

Mr. Conen. There seems to be some difference of opinion about 
that last 

Mr. Gatiacuer. T surely didn’ t buy any coats. 

Mr. Conen. Whether that is furriers or something else. It is 
illegible. 

Mr. Lrrcr. Well, it represents a $500 check. If it isn’t furriers, 

can Mr. Gallagher tell us what it is? 

Mr. Garuacuer. That is what I am trying to find out. T didn’t 
buy anybody any coats that I know of. T can’t recall what it is for. 
It doesn’t read furriers to me. 

Senator Dovetas. Mr. Gallagher, this check is made out to—or it 
is deposited by Flora Factors & Furriers. Does that create a presump- 
tion that it was used for furs? 
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Mr. Gautacuer. Well, I haven’t anybody I would buy a fur for 
right now. 

Mr. Conen. Senator Douglas, 1 believe there is a ground for a 
difference of opinion as to what that last word is. 1 am frank to say 
that as far as 1 am concerned, it is not legible. 

Mr. Leece. Well, I quite agree with you; it is not too legible. 

Mr. Conen. And I have never heard of an organization that was 
in the factoring business, as well as the fur business. 

Senator Doueias. What did you use it for, then, Mr. Gallagher? 

Mr. Gautiacuer. Just like the other checks; 1 couldn’t explain 
that -_ 

Mr. Leece. Well, Mr. Gallagher, check dated October 11, 1950, 
check No, 127, drawn on the Pointers, Cleaners, and Caulkers fund 
account, payable to cash in the amount of $5,000, signed “John P. 
Ryan, treasurer; Edward G: allagher, president”; endorsed “Edward 
Gallagher.” 

Another, check 359, drawn on the Pointers, Cleaners, and Caulkers 
fund account, dated September 28, 1951, to cash in the amount of 
$1,000, signed “John P. Ryan, treasurer ; Kdward Gallagher, presi- 
dent” : endorsed “Pdward Gallagher. 

Would you identify the endorsements on both of those checks? 

Mr. GALLAGHER. Sir, some of these checks were cashed and used 
and paid in salaries, as I told you before, in the office. So I can’t 
recollect all of them. 

Mr. Leece. I am sorry, Mr. Gallagher. I didn’t get your complete 
answer. 

Mr. GaLLaGuer. Some of those checks that have been made to order 
of cash and deposited downtown, put downtown and paid for bills 
and such as that—and salaries. We had no checking account 

Mr. Lrece. You would pay the bills in cash, would you? 

Mr. Gatiacner. Yes, surely, and the salaries in cash, too. 

Mr. Leecr. What salaries ? 

Mr. Gatiacuer. In the downtown office. 

Mr. Conen. Mr. Vokoun can best explain that. 

Mr. Leece. Yes, we will get around to that. 

Senator Doveias. Do I understand you to say that these checks 
for $5,000 and $1,000, respectively, were used to pay union bills and 
salaries ? 

Mr. Gauiacnuer. Yes, sir. 

Senator Douveias. None of this was used for your personal use ? 

Mr. Gatuacuer. No, sir, and for printing and such as that. 

Mr. Leecr. Here is a check No. 882 drawn to the Pointers, Cleaners 
and Cs “7 rs fund account dated September 4, 1953, pay to the order 
of cash, $500, signed “John P. Ryan, treasurer; Edward Gallagher, 
president,” with a stamped endorsement “Fulton Tap and Grill.” 
What was the purpose of that? Will you identify your signature on 
that, Mr. Gallagher ? 

Mr. Gatiacuer. That could have been for meat bought for a 
banquet and paid for. 

Mr. Leece. Union banquet? 

Mr. GALLAGHER. Yes. 

Senator Dovatas. $500 for meat? 





786 WELFARE AND PENSION PLANS INVESTIGATION 


Mr. Gauttacuer. Picnic. Well, you would get all the surroundings 

Mr. Leece. Another check No. 5—A drawn to cash on December v2 
1949, in the amount of $1,000 signed “John P. Ryan, treasurer; Ed- 
ward Gallagher, President,’ with the endorsement “Casino Tap and 
Grille,” for $1,000, December 22, 1949. 

Would you identify the signature on that check, please, and tell the 
committee what the purpose of that disbursement was? 

Mr. Gauiacuer. Like all the other checks, it was used for the 
expense of the union. 

Mr. Lerece. A banquet ? 

Mr. GaLiacuer. No, not necessarily a banquet. Expense of thie 
union. It could have been a banquet. 

Mr. Leece. That is a bar and grill, apparently, Mr. Gallagher. 

Mr. GautiaGcuer. It could have been a banquet. 

Senator Doveias. Did you have a banquet at the Casino Grille? 

Mr. GaLLaAGuer. Yes, sir. 

Senator Dovetas. For union members ? 

M. Gauiacner. Yes. Well, we have all our members there, as 
many as want to come. 

Senator Dovueias. Now, for the endorsement of this check which 
seemed to be Flora Factors & Furriers, there was a question by 
counsel whether this was a correct endorsement. They checled wth 
the Chicago phone directory. There is not a Flora Factors & Fur- 
riers, but there is a Flora Tailors and Furriers, 3045 West 63d street. 
Now, that seems to indicate that this was for furs or clothes. 

Mr. Gatuacuer. To my knowledge, there is no—it couldn't have 
been for anything such as that. 

Mr. Lercer. I referred previously, Mr. Gallagher, to a $1,000 check 
paid to the Casino Tap and Grille on December 22. On the follow- 
ing day, check No. 14, drawn on the Pointers, Cleaners and Caulkers 
fund account, pay to the order of cash in the amount of $500, bearing 
the signatures John P. Ryan, treasurer; and Edward Gallagher, 
preside nt, was also endorsed by the Casino Tap and Grille. 

Mr. Gatiacuer. It might have been the balance. 

Mr. Leecre. Same banquet ? 

Mr. GALLAGHer. It might have been the balance on the bill. 

Mr. Leece. That would be $1,500 in all. 

Mr. GALLAGHER. Yes. 

Mr. Leecr. Check No. 56, dated April 22, 1950, drawn on the Point 
ers, Cleaners and Caulkers fund account, to cash, $2,500, signed John 
P. Ryan, treasurer; Edward Gallagher, president, bearing the stamped 
endorsement of the International Union of Operating Engineers, Lo 
eal 587. 

Mr. GALLAGHER. Yes; they received that check. 

Mr. Leecr. What was the purpose of that payment ? 

Mr. Gatiacuer. The purpose for that payment was for their or- 
ganization to get straightened out with the AFL and get reinstated. 
That money is to come back. 

Mr. Leecr. Do you havea receipt for it ? 

Mr. Gatiacuer. Yes. We have a contract with them to pay that 
back. 

Mr. Leecre. Why would your organization, Cleaners, Caulkers, and 
Pointers, be paying the Operating Engine ers $2,500 ? 
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Mr. GaLLaGHer. Well, they were in bad straits and we helped them 
out as we do other organizations. When they are back on their feet, 
they pay it back. 

Mr. Leece. Here is another check No. 581 drawn on the Pointers, 
Cleaners, and Caulkers fund account dated August 1, 1952, to the 
order of Local 450, Bartenders Union, in the amount of $120. It 
bears the signature John P. Ryan, treasurer; Edward Gallagher, 
president. It bears the stamped endorsements of the Bartenders 
and Waitresses Miscellaneous Union No. 450, 2137 South Cicero 
Avenue, Cicero 50, Ill., William H. Carr, secretary-treasurer. 

Mr. GALLAGHER. Banquet table. 

Mr. Lerce. Banquet table? 

Mr. GALLAGHER. Yes. 

Senator Doveras. Shouldn’t that have been paid from the union 
account, rather than from the fund account ¢ 

Mr. Gatuacuer. The fund account was originally established to 
create better feelings for our organization among the other organiza- 
tions. 

Senator Atiorr. Is that the purpose of your fund account ? 

Mr. GatLacuer. Well, if another union—— 

Senator Arxorr. You just made the statement that the fund account 
was originally established 

Mr. Gauiacuer. No, no. I probably put it badly. 

Senator Atiorr. To help out other organizations. 

Mr. Conen. In the first place, Senator, I think we should clarify 
the fact that he meant the 5-cent fund, I am sure. 


Senator Atuorr. Well, we referred to the 5-cent fund all along, 
and you said a while ago that the 5-cent fund account was a defense 
fund. 

Now, how can you justify using a defense fund for all of these 
purposes? You are not defending ‘anybody, and you are just kidding 
your union membership ; aren’t you? 

Mr. Gatracuer. I never kidded them in my life. I am there 26 


years. 

Senator Atitorr. You are kidding them if you call this a defense 
fund. 

Mr. GaLiacHer. Maybe I got the wrong name for it, but I am still 
not kidding them. 

Senator Doverias. We will recess until 2: 30. 

(Whereupon, at 12:15 p. m., the subcommittee recessed to reconvene 
at 2: 30 p.m. the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2:45 p. m., Senator Paul H. 
Douglas, chairman, presiding. ) 

Senator Dovetas. The committee will reconvene. 

Mr. Gallagher and Mr. Vokoun and Mr. Cohen, come forward. 
The Chair will apologize for the delay which he has occasioned the 
witnesses. 

Mr. Leece, will you continue? 

Mr. Leece. Thank you, Mr. Chairman. 

Now, Mr. Gallagher, I have a series of checks, five in all, drawn on 
the Pointers, C leaners, and Caulkers fund account, all of them drawn 
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to cash, all signed by Edward Gallagher, president, and John P. Ryan, 

treasurer, and all beari ing the stamped endorsement of the Pointers, 
Cleaners, and Caulkers Loc al No. 52 of the Bricklayers, Masons, and 
Plasterers International Union. 

I will ask you to look at these checks and identify your signature, 

Mr. Gattacuer. To my best recollection, these checks would be 
turned over from the fund account into the union account. 

Mr. Lerce. Well, for what purpose, Mr. Gallagher ? 

Mr. Gauuacer. For the purpose of putting it back into the local 
account which would have been short at that time, at that particular 
time. 

Mr. Leecr. The union account? 

Mr. Gauuacuer. Yes, sir. 

Mr. Lrece. I think the record should show that the total of those 
5 checks is $15,000. Now, you have identified these signatures as your 
signature on all of these checks, Mr. Gallagher. 

Mr. Gatuacuer. Yes. 

Mr. Lerce. And these funds were deposited to the account of the 
union ? 

Mr. Gatiacuer. To the best of my knowledge. 

Mr. Leece. Do I understand your testimony to be that they were 
penne to the account of the union because the union was short of 

funds at that time? 

Mr. Gatiacuer. That could be correct. 

Senator Autorr. Well, Mr. Gallagher, you say it could be correct. 
Tt is correct or not? 

Mr. Gatiacuer. Well, it reads as such on the check, sir. 

Senator Attorr. W ell, you said that the checks don’t give the rea 
son. I would like to know why these were deposited in the union 
fund. 

Mr. Gatuacuer. Well, it could show on the books there, one account 
was short and it was moved from one account into the other. 

Senator Antorr. Well, will you state unequivocally that that 
the reason it was transferred ? 

Mr. Conen. He wants to know what the word “unequivocally” 
means. 

Senator Atuorr. Will you explain it to him, sir? 

Mr. Conen. He means are you sure; are you positive, without any 
doubt, that the reason the transfer was made was because union funds 
were short ? 

Mr. Gatiacuer. To the best of my knowledge. 

Senator Autorr. I think, Mr. Chairman, this man has ducked three 
questions here. THe has been, in my opinion, ducking questions all 
morning, and I respectfully ask the Chair to require an unequivocal 
answer of the witness. 

Senator Doveras. I would say that the witness should make a di- 
rect answer, if he is capable, and competent to do so. 

Mr. Conen. That, I think, is a fair statement. If he is capable 
and competent to do so. I don’t think it is fair to any witness to 
compel or coerce an unequivocal answer if he feels that it is not within 
the reach of his knowledge. 

Seantor Atiorr. He hasn’t stated that, Mr. Cohen. He has evaded 
the answer. Now, if he doesn’t know, he has the right to say so, but 
he has evaded three questions. 
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Mr. Conen. I believe that that impression may be gleaned from 
what has been said. I don’t think that is his intention. I think it is 
disability, not intention to evade. 

Senator Atiorr. Let me lay this in legal parlance, then. Do you 
know what the moneys for these checks, these $15,000 in checks, was 
used for? 

Mr. GaLtLaGcuer. In my knowledge of banking——— 

Senator Attorr. Now, you can say yes or no, and I am entitled to 
a yes or no answer. I think your counsel will agree that I am entitled 
to a yes or no answer. 

Mr. Conen. If you know, answer “yes” or “no.” 

Mr. Gatiacuer. I don’t know for sure. I will put it that way. I 
don’t know exactly. There are so many checks there that it would be 
hard for me to say yes or no. 

Senator Anvorr. In other words, _ answer is you don’t know. 

Mr. GALLaAGuer. Not at this time I don’t. 

Senator Atiorr. All right. Do you have any union records or 
otherwise—which would show what those checks were used for ? 

Mr. Gatnacuer, If they are transferred that way, it should show 
on the book. 

Senator Atiorr. Inthe union books / 

Mr. GALLAGHER. In the union books, in the books here. 

Senator AtLorr. In the union books / 

Mr. GatuacHer. If this was a transfer, it was done. Otherwise 
than that, it was used as we use the other money for the benelit of the 
members. 

Senator AtiLorr. Well, now, you stated just a few minutes ago you 
thought it was transferred because the union fund was short of money. 

Mr. Gatiacurr. It could have been. I just—you put the five of 
them together there and at this time, I don’t know the procedure of 
what the bank would do in that case; whether they would just stamp 
it Pointers, Cleaners, and Caulkers and sign it that way as such. I 
don’t know definitely what indicates—— 

Senator Axtorr. Let’s stop right there. The bankers don’t have 
any stamp for your checks, Pointers, Cleaners and Caulkers. They 
don’t have your endorsement stamp in the bank, do they ? 

Mr. GALLAGHER. May I ask 

Senator ALLorr. They don't have your endorsement stamp at the 
bank ? 

Mr. GaLLacuer. Well, then, we endorse them and put them in there. 

Senator ALLorr. Then if they are endorsed “Pointers, Cleaners and 
( ‘aulke rs,” that endorsement was placed on there in your office. 

Mr. Gatiacuer. It is by the stamp. The stamp will indicate it; 
yes, sir. 

Senator Attorr. For deposit to the union fund. 

Mr. GALLaGHer. Correct. 

Senator Atitorr. Not the welfare fund, not the fund, but the union 
fund. 

Mr. GAtiacuer. That is right. 

Senator Atiorr. And to your best recollection today, they were 
put in there because the union fund was short ¢ 

Mr. Gatiacuer. That could be. 


62033—55—pt. 2 





790 WELFARE AND PENSION PLANS INVESTIGATION 


Senator Antiorr. Well, I have left you your “out” and I think your 
counsel will advise you so. I don’t want a “could be.” 

To the best of your recollection, this money was put in there because 
the union fund was short ? 

Mr. Cohen, will you advise him? 

Mr. Conen. If you don’t know, say you don’t know, and that is 
the answer. Say so. 

Mr. Gatiacuer. To be sure, I don’t know at this particular time. 

Mr. Conen. Well, then, say so. 

Senator Atvorr. But you said a while ago, to the best of your 
recollection it was because the fund was short. 

Mr. Gatiacuer. I don’t know for sure. 

Mr. Lerce. Mr. Vokoun, I would like to direct this question to you, 
after I have explained the materials I am using. I have here 2! 
checks written during the period October 14, 1950 to March 26, 1954. 
They range from $500 to $1,500. They were all writtentocash. They 
were all drawn on the Pointers, Cleaners and Caulkers fund account, 
and they are all signed by John Ryan, treasurer; Edward Gallagher, 
president, and all bear the endorsement of Charles J. Vokoun. 

Now, would you identify your endorsement on these checks, please, 
sir? The total is $15,500. 

Mr. Voxoun. Yes, sir, these are my endorsements. 

Mr. Lerce. Did you get cash for those checks ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. What disposition did you make of it? 

Mr. Voxoun. That money was used in the office, to pay off our 
overhead; my fees and the girl’s fees. 

Mr. Leece. Was that used for a petty cash fund that you maintained 
in the office? 

Mr. Voxowun. Yes, sir. 

Mr. Lerce. And out of that fund, you paid your salary ? 

Mr. Voxoun. Yes, sir. Light, heat, telephone, printing bill, 
postage. 

Senator Doverias. Why didn’t you pay those by check, rather than 
by cash? 

Here is the peculiarity. You deposited $85,000 to the account of 
the fund. Then here are checks amounting to some $15,000 drawn 
on the fund, but. you say used for the benefit of the welfare fund. 

Now, why did you resort to this indirect method of paying your 
own employees when you could have done it directly by drawing checks 
upon the welfare fund or the other to yourself and your fellow 
officials and employees? This is a Tom Sawyer method of handling 
your own expenses. 

Mr. Voxoun. That is correct. 

Senator Doveras. Why didn’t you do it by checks directly ? 

Mr. Voxoun. I had no control over the checkbooks. 

Senator Doveras. You mean Mr. Gallagher instructed you? 

Mr. Voxoun. That is correct, sir. 

Senator Dovetas. To draw these to cash? You got the cash. Did 
you turn this cash over to Mr. Gallagher, or did you keep it yourself! 

Mr. Voxoun. I had a check in the petty-cash fund, and I paid 
everything out of the petty-cash fund by cash, supported by bills that 
I have in my files and properly and duly accounted for. 
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Senator Doveras. Then I will have to shift my question to Mr. 
Gallagher. 

Mr. Gallagher, why didn’t you have checks drawn directly on the 
welfare fund to meet the expenses of the welfare fund, instead of 
putting money into the fund from the welfare fund and then having 
checks drawn to cash to pay expenses of the welfare fund ¢ 

Senator Atvorr. And the office operating expenses. 

Senator Dovenas. Yes. This is going around Robin Hood’s barn 
to do something you could have done direct ly, in the first place. 

Mr. GALLAGHER, W ell, he needed postage, in the first place, and 
stuff of that kind, and he needed that petty cash to do it. 

Senator Dovenas. Even if we assume the expenditures from here 
are legitimate, why not have met them by checks drawn on the welfare 
fund ¢ 

Mr. GaLuaGueEr. I guess it was done the same way as everything 
else, backward. 

Mr. Leece. Did you pay the telephone bill out of that petty cash, 
Mr. Vokoun? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. I have here some bills of the Illinois Bell Telephone 
Co., a telephone call to Mexico City on January 3, 1954, a call that 
cost $23.50. To whom was that call made? 

Mr. Voxoun. To make that fully understandable, we have a man 
in our office we gave desk space, Mr. McKenzie, and he was a broker in 
raw materials and steel, and he used that phone—he paid me those 
long-distance calls. 

Mr. Leece. You paid them and then he repaid you? 

Mr. Voxoun. That is right. 

Mr. Lerce. Was that money deposited in your petty-cash fund ? 

Mr. Voxoun. Yes, sir. 

Senator Atiorr. Did he pay you rent? 

Mr. Voxoun. No, sir. I was there alone at the time, and he just 
answered the phone, and he used the phone to his advantage. 

Mr. Lerece. Now, on January 14, 1954, there was one call to Miami 
Beach and one call to-Miami. "To whom were those calls placed ¢ 

Mr. Voxoun. Well, those might have been reverse or collect, when 
Mr. Gallagher may have alled me at the office. We never made any 
calls down there. 

Mr. Gauiacuer. In January ? 

Mr. Conen. January 1954. 

Mr. Leece. January 19, 1954. 

Mr. Vokowun. I imagine you were at that convention at that time. 

Mr. GaALuaGcHer. Yes. 

Mr. Lreece. Was that in connection with the welfare-fund business ? 

Mr. Gatiacuer. That is in connection with the welfare business, 
union business. 

Mr. Lerece. Union business? 

Mr. GaLLacuerR. Welfare. You could call it—— 

Mr. Leece. There is a difference. 

Mr. GaLiacHer. I was down there to see if we couldn't get employ- 
ment for our men. 

Mr. Leece. Mr. Vokoun, I noticed there are a number of calls to 
Joliet, Il. 
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Mr. Voxoun. Those are to my office down in Joliet. 

Mr. Lerce. Your office ¢ 

Mr. Voxoun. Yes,sir. 

Mr. Lerce. That would have nothing to do with the welfare fund? 

Mr. Voxoun. No, sir, nothing whatsoever. 

Mr. Lerece. But the welfare fund paid for the call? 

Mr. Voxoun. Well, I think I have some money coming too, when it 
comes down to that. I mean, I havent paid myself any expenses 
which I should have done. 

Mr. Leece. But these were made to Joliet, to your office. 

Mr. Voxoun. Yes,sir. 

Mr. Leece. I presume on your own personal business, not the wel- 
fare fund business, but they were paid by the welfare fund. 

Mr. Voxoun. Yes, but I reimbursed the cashbox for those calls. 

Mr. Lerce. Mr. Vokoun, I also have a series of checks here totaling 
$10,693 during the period February 20, 1950 to August 11, 1954, all 
drawn tocash, all signed by John Ry an, treasurer; Edward Gallagher, 
president, none of which are endorsed. 

Mr. Gallagher, will you identify your signature on this check, 
please, sir? Is that your signature that appears on all those checks? 

Mr. Gatnacuer. Yes, sir. 

Mr. Lerece. What disposition did you make of the $10,693 repre- 
sented by those checks, Mr. Gallagher ? 

Mr. Gauiacuer. The same as we did with the rest of it. It will 
show up in the welfare paid out. 

Mr. Lerce. I might say at this point, in response to these questions 
you have been saying that the money was paid out in benefit claims. 

Mr. Gauiacuer. Surely. 

Mr. Leecr. And yet the records that were subpenaed of you by the 
subcommittee reflect very little, if anything, in the way of vouchers, 
receipts, or anything i in the w ay of evidenc ‘e of a benefit payment. 

Now, there is testimony in the record suggesting that something in 
the neighborhood of $70,000 or $75,000 has been drawn against “the 
fund account to cash on your signature. 

Mr. Gatnacuer. Yes, sir. 

Mr. Lerce. And your testimony is that all of that money was used to 
pay benefit claims ? 

Mr. Gatiacuer. I feel sure that—— 

Mr. Lerce. Can you give mea yes or no to that? 

Mr. GatLacurr. Yes, sir. 

Mr. Leece. Will you ‘tell me, then, do you have anything that would 
evidence those payments ? 

Mr. Gatiacuer. [am positive 

Mr. Leece. In the way of doctor bills, hospital bills, which would 
support these expenditures ? 

Mr. Gatiacuer. I feel assured that I can get the doctor bills, hos- 
pital bills, payments made to every one of my members for every 
nickel that was put in or put out of our organization. To this day, 
we haven't got one complaint from one member. It has been said in 
the records that I have read that the payments were small. 

Now, the person who said that should know that his brother, him- 
self—and the records will show it—got over $450. 
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Mr. Leece. I think the record does show that, Mr. Gallagher. 
There has been testimony that in some cases the benefit claims run as 
high as $300 and $400. 

Mr. Gatiacuer. And they have run as high as—the books show it 
has run as high as $2,000 and $3,000 and $4,000, too. 

Mr. Leecr. But we have, since last October, been trying to get some 
idea as to the extent of the claims paid out of this fund and some 
evidence of those payments, and as yet, we don’t have them. ‘They 
are not included in the records we have at the moment. 

Mr. GALLaGcuer. Well, as I talked with counsel here—and it isn’t 
such a hard job when you have your membership that received it to 
get them to present the bills that we have paid them for. 

Mr. Leece. Now, Mr. Gallagher, I have a series of 31 checks in 
varying amounts, $400, $500 and $600, $700, $200 and $300, ranging 
from $100 to $700, totaling $15,319, all of which were deposited to the 
accounts of either John Cappas, Cappas Bros.; the Adams Currency 
Exchange. 

Who is John Cappas, or the Cappas Bros. ? 

Mr. Gatitacuer. They cash checks, regular currency exchange. 

Mr. Leece. I think the record should show that these checks are 
all written to cash, and they all bear the signature of John P. Ryan, 
treasurer; Edward Gallagher, president, and are all drawn against 
the Pointers, Cleaners and Caulkers fund account. 

Do I understand by that, Mr. Gallagher, that this check would 
be drawn by you to cash ? 

Mr. GaLLaGcuer. Correct. 

Mr. Lrrce. Signed by you and Mr. Ryan? 

Mr. GALLAGHER. Correct. 

Mr. Leece. And then cashed at these exchanges / 

Mr. Gatiacuer. That is right. 

Mr. Leece. What use did you make of those moneys? 

Mr. GaLttacuer. They were mostly on a Saturday. 

Mr. Leece. When? 

Mr. GaLiacner. On Saturdays. On Saturdays we had the cash 
available for them. 

Senator ALLorr. What was that? You had what? 

Mr. Gauacuer. They were cashed on Saturday so the cash would 
be there available for them. 

Senator Doucias. For whom? 

Mr. GALLAGHER. The members. 

Senator Dovetas. Was it your contention that these sums would 
then be paid out to members for medical benefit, hospital benefit, or 
compensation for sickness ¢ 

Mr. GALLAGHER. Surely. 

Senator Dove.as. Are you willing to swear that you did not use 
any of this money for your own personal use ‘ 

Mr. Gatiacuer. I didn’t use a nickel of it for my own personal 
use. 

Mr. Lrece. Will you identify the signatures on these as your 
signature ¢ 

Mr. Gatiacuer. Allright. I do. 

Mr. Leece. What was your answer, Mr. Gallagher, as to the uses 
made of the funds represented by those checks, some $13,000 4 
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Mr. GALLAGHer. We cashed the checks and used it in the office, as 
I told you, for the members. 

Senator Doueias. Mr. Gallagher, at the very least, wasn’t this an 
extremely unbusinesslike transaction? Now, if we accept your state- 
ment, we have now traced over $80,000 of checks made out to cash 
which you say you paid out in benefits but for which you hold no 
receipts. 

I mean, to put it in the mildest form possible, wasn’t this almost 
zero efficiency in business management ? 

Mr. Gatiacuer. It was at that, but I became sick about 6 years ago 
and I realize when anybody is sick that what they need—in fact, I 
spent all I made on hospital bills, and when one is waiting in your 
office for anything, he sliould get it. In some cases there where you 
don’t find the bills you will find that the fellow was in the hospital 
with the intention of bringing the bills to you and didn’t show up. 
It is a—— 

Senator Doveias. Just a minute. I listened to Mrs. Sielski testify. 
She seems to me to be a very efficient young woman, and it would have 
been very easy for her to have taken receipts and to have required 
bills to be presented. She could have handled the details of this for 
you and in many cases undoubtedly in the smaller payments, she did, 
but the puzzling thing—and we want to be as charitable as we can 
the puzzling thing is that $85,000 is spent without a receipt, without 
a bill, simply the checks being made to cash. 

Senator Arrorr. I might say, Mr. Chairman, from our rather ex- 
tended examination of Mrs. Sielski, I am confident that she was fully 
capable without any instruction of setting up a receipt system and a 
file system for these funds as you suggested. 

Senator Douatas. Yes. 

Mr. Leece. Mr. Gallagher, I have three checks, one No. 818, dated 
June 4, 1953, in the amount of $157.01 signed by you, Edward Gal- 
lagher, president, and John P. Ryan, treasurer, to the order of the 
Illinois Athletic Club; Check No. 1011, dated March 30, 1954, in 
the amount of $166.89, signed by Edward Gallagher, president, and 
John P. Ryan, treasurer, also payable to the Mlinois Athletic Club; 
Check No. 1086, dated August 4, 1954, signed by Edward Gallagher, 
president, and John P. Ryan, treasurer, in the amount of $116.60, also 
payable to the Illinois Athletic Club. 

Senator Doveias. For what purpose were these payments made? 

Mr. Gatvacuer. That is correct. Each of them, three times, we 
had the contractors and the union meet there to see if we couldn’t get 
together and straighten things out. 

Senator Doueias. You mean collective agreements ? 

Mr. Gatiacuer. On both the fund and collective agreements. 

Senator Doucrias. Why didn’t you pay it from the union fund, in- 
stead of paying it from the fund? 

Mr. Gatiacuer. For the simple reason that it was a meeting be- 
tween us, and we asked for the meeting, and it was up to us to pay it. 

Senator Dovetas. To pay all the bills or half of them ? 

Mr. GaLtiacuer. Yes; we paid the bills. 

Senator Doveras. Don’t you thing that the employers should have 


paid half the bill? 
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Mr. GatLacuer. I don’t think they would feed us as good. We went 
there with the intentions of giving them a good meal and probably 
getting together and settling things; go home with a better unde 
standing. 

Senator Doveias. This was sort of a public relations expenditure 
to break down their resistance so you could get a better collective 
agreement ¢ 

Mr. Gattacuer. I had a hard job. 

Senator Dovuagias. All right. Sometimes in striking business deals 
an attempt is made to get the opposite number sufficiently inebriated 
so you can get favor: able terms from the m, but I have never heard of 
collective agreements being negotiated under those conditions. 

Mr. Gattacuer. We did sit with them for 4 months before the wage 
agreement was due, and we explained to them we didn’t want a raise 
until all the rest of the trades got one, and they agreed that if the 
rest of the trades got one, that we would get one. 

Senator Doueias. As a matter of fact, you don’t have to do much 
collective bargaining, do you? What happens is that the bricklayers 
vet a basic scale; then antomatically you go up. 

Mr. Gatnacuer. Yes; but this automatically didn’t go up. The 
bricklayers went up an 1d we had to appeal to the W age Stabilization 
Loard to get our raise. 

Mr. LErce. Actually, Mr. Gallagher, do you have anything in the 
way of an agreement between local 52 ¢ 

Mr. Ganttacner. We have an agreement with each individual con- 
tractor since the time of the collective bargaining when they refused to 
give us our wage raise, and we had to go to the Wage Stabilization 
Board to get it. 

We signed individual agreements with each one, that they would 
pay the prevailing rate of wages. 

Senator Doveras. I don’t want to be sarcastic, and I hope you 
won’t think I am being sareastic, but I understand your intention is 
that you undermine the integrity of these men by feeding them filet 
inignon and the concomitants of filet mignon. 

Mr. Couren. He gave their frailties an opportunity to go to work. 

Mr. Leece. Do you have anything that resembles an agreement 
with this employers organization as it relates to the welfare fund 2 

Mr. Gauiacuer. I wanted to bring that out here. Charlie, you 
have it in your pocket, as to the status they are in now. 

Actually, we have them all signed up, but they represent 50 

Mr. Leece. I am asking Mr. Gallagher, because the employer repre- 
sentatives have already te estified and they say they have nothing in the 
way of a formal agreement with local 52 with respect to the welfare 
fund. 

They simply pay the money each week to Mr. Vokoun’s office. 

Mr. Gatiacuer. In respect to that question, it was left to Mr. 
Paschen, who is the largest tuck pointing concern there is, and Clarence 
Wagner, the attorney, to get together with them and come to this 
agreement, 

Mr. Leecr. We had a Mr. Marvin, who is the office manager for 
Chris Paschen, and it was he who testified that they had nothing even 
resembling a formal agreement between his company and local 52 
under the terms of whic h they would pay 7% cents an hour, although 
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Mr. GALLAGHER. We cashed the checks and used it in the office, as 
I told you, for the members. 

Senator Doveias. Mr. Gallagher, at the very least, wasn’t this an 
extremely unbusinesslike transaction? Now, if we accept your state- 
ment, we have now traced over $80,000 of checks made out to cash 
which you say you paid out in benefits but for which you hold no 
receipts. 

I mean, to put it in the mildest form possible, wasn’t this almost 
zero efficiency in business management ? 

Mr. GatiaGcuer. It was at that, but I became sick about 6 years ago 
and I realize when anybody is sick that what they need—in fact, ] 
spent all I made on hospital bills, and when one is waiting in your 
office for anything, he should get it. In some cases there where you 
don’t find the bills you will find that the fellow was in the hospital! 
with the intention of bringing the bills to you and didn’t show up. 
It isa 

Senator Doueias. Just a minute. I listened to Mrs. Sielski testify. 
She seems to me to be a very efficient young woman, and it would have 
been very easy for her to have taken receipts and to have required 
bills to be presented. She could have handled the details of this for 
you and in many cases undoubtedly in the smaller payments, she did, 
but the puzzling thing—and we want to be as charitable as we can— 
the puzzling thing is that $85,000 is spent without a receipt, without 
a bill, simply the checks being made to cash. 

Senator Arxorr. I might say, Mr. Chairman, from our rather ex- 
tended examination of Mrs. Sielski, I am confident that she was fully 
capable without any instruction of setting up a receipt system and a 
file system for these funds as you suggested. 

Senator Doveuas. Yes. 

Mr. Lerce. Mr. Gallagher, I have three checks, one No. 818, dated 
June 4, 1953, in the amount of $157.01 signed by you, Edward Gal- 
lagher, president, and John P. Ryan, treasurer, to the order of the 
Illinois Athletic Club; Check No. 1011, dated March 30, 1954, in 
the amount of $166.89, signed by Edward Gallagher, president, and 
John P. Ryan, treasurer, also payable to the Illinois Athletic Club; 
Check No. 1086, dated August 4, 1954, signed by Edward Gallagher, 
president, and John P. Ryan, treasurer, in the amount of $116.60, also 
payable to the Illinois Athletic Club. 

Senator Dove.as. For what purpose were these payments made? 

Mr. Gatiacuer. That is correct. Each of them, three times, we 
had the contractors and the union meet there to see if we couldn’t get 
together and straighten things out. 

Senator Doverias. You mean collective agreements? 

Mr. Gatiacuer. On both the fund and collective agreements. 

Senator Doverias. Why didn’t you pay it from the union fund, in- 
stead of paying it from the fund? 

Mr. Gatiacuer. For the simple reason that it was a meeting be- 
tween us, and we asked for the meeting, and it was up to us to pay it. 

Senator Dovetas. To pay all the bills or half of them ? 

Mr. Gatiacuer. Yes; we paid the bills. 

Senator Doveras. Don’t you thing that the employers should have 


paid half the bill? 
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Mr. GattaGuer. I don’t think they would feed us as good. We went 
there with the intentions of giving them a good meal and probably 
getting together and settling things; go home with a better under- 
standing. 

Senator Doveias. This was sort of a public relations expenditure 
to break down their resistance so you could get a better collective 
agreement ¢ 

Mr. Gatvacuer. I had a hard job. 

Senator Dovetas. All right. Sometimes in striking business deals 
an attempt is made to get the opposite number sufficiently inebriated 
so you can get favorable terms from them, but I have never heard of 
collective e agreements being negotiated under those conditions. 

Mr. Gatiacuer. We did sit with them for 4 months before the wage 
agreement was due, and we explained to them we didn’t want a raise 
until all the rest of the trades got one, and they agreed that if the 
rest of the trades got one, that we would get one. 

Senator Doveras. As a matter of fact, you don’t have to do much 
collective bargaining, do you? What happens is that the bricklayers 
vet a basic scale; then antomatically you go up. 

Mr. Gauacner. Yes; but this automatic ‘ally didn’t go up. The 
bricklayers went up and we had to appeal to the Wage Stabilization 
Board to get our raise. 

Mr. Lerce. Actually, Mr. Gallagher, do you have anything in the 
way of an agreement between local 52 ¢ 

Mr. Gatuacuer. We have an agreement with each individual con- 
tractor since the time of the collective bargaining when they refused to 
give us our wage raise, and we had to go to the Wage Stabilization 
soard to get it. 

We signed individual agreements with each one, that they would 
pay the prevailing rate of wages. 

Senator Doveias. I don’t want to be sarcastic, and I hope you 
won’t think I am being sarcastic, but I understand your intention is 
that you undermine the integrity of these men by feeding them filet 
mignon and the concomitants of filet mignon. 

Mr. Conen. He gave their frailties an opportunity to go to work. 

Mr. Leece. Do you have anything that resembles an agreement 
with this employers organization as it relates to the welfare fund 2 

Mr. Gatuacuer. I wanted to bring that out here. Charlie, you 
have it in your pocket, as to the status they are in now. 

Actually, we have them all signed up, but they represent 50— 

Mr. Leece. Iam asking Mr. Gallagher, because the employer repre- 
sentatives have already testified and they say they have nothing in the 
way of a formal agreement with local 52 with respect to the welfare 
fund. 

They simply pay the money each week to Mr. Vokoun’s office. 

Mr. Gatiacuer. In respect to that question, it was left to Mr. 
Paschen, who is the largest tuck pointing concern there is, and Clarence 
Wagner, the attorney, to get together with them and come to this 
agreement, 

Mr. Leecre. We had a Mr. Marvin, who is the office manager for 
Chris Paschen, and it was he who testified that they had nothing even 
resembling a formal agreement between his company and local ! 
under the terms of which they would pay 7% cents an hour, although 





796 WELFARE AND PENSION PLANS INVESTIGATION 


he also testified that they had paid 7% cents an hour per employee 
since October 1950 and are continuing to pay it. 

Mr. Gatiacuer. That is true. 

Mr. Leece. But that is not pursuant to any agreement that they 
have with local 52. 

Mr. Gauuacurr. No. 

Mr. Leece. Any written agreement. 

Mr. Gatnacurer. No. It never came to that. 

Mr. Leecr. Do you know Edward 8. Halper / 

Mr. GaLiacuer. It don’t come to my mind right now. 

Mr. Leece. Iam asking Mr. Gallagher because I have check No. 836 
drawn on the Pointers, Cleaners, and Caulkers fund account, drawn to 
cash, in the amount of $200, signed by Edward Gallagher, president, 
and John P. Ryan, treasurer, with the stamped endorsement, “100 
North La Salle Cigar Stand, Edward 8. Halper.” 

Isthat your signature that appears on that check ¢ 

Mr. Gatitacuer. That is my signature, but I don’t remember off 
hand what that was for. 

Senator Doveras. Is that another cash check ¢ 

Mr. GaLLaGuer. Yes, sir. 

Senator Doveias. Can you remember what you did with the cash 
from the check ¢ 

Mr. GaLLacurr. We might have sent to get something from the 
cigar store, or something like that, or cash it there. 

Senator Douaias. You mean to get cigars from the cigar store ? 

Mr. Gatiacuer. I don’t remember offhand exactly what it was. 

Sénator Dovetas. They would be pretty expensive cigars, a large 
number of expensive cigars. 

Mr. Lerce. I have check No. 660, drawn on the Pointers, Cleaners, 
and Caulkers fund account under date of October 1, 1952, to the order 
of the “14th Ward Regular Democratic Football Day,” $50, signed 
édward Gallagher, president, and John P. Ryan, treasurer, stamped 
endorsement “14th Ward Regular Democratic Organization.” 

Mr. Gatiacuer. That would have been for the regular get-together 
game of the two schools, I guess. 

Mr. Leece. Two schools ¢ 

Mr. GaLiacuer. Yes, I guess. 

Mr. Conen. I don’t know what he had reference to, but annually in 
Chicago there is a contest between the champion of the sama 
schools and the champion of the public schools. 

I think that is iat he may have had reference to, and certain 
organizations will buy blocs of tickets for it. 

Mr. Lerce: This would indicate that the Pointers, Cleaners, and 
Caulkers were buying a box for the 14th ward. 

Mr. GaLLacuer. We bought a box for our members to be there at 
the game. 

Senator Dove.as. I think it is appropriate that the Chair make : 
statement at this point. It is a well-known fact that the Chair is a 
Democrat, member of the Chicago Democratic organization, and very 
proud to be such a member. 

The Chair knew of this check and directed that it should not be 
withheld; that it should be produced as any other piece of evidence is 
produced. The prime purpose of this investigation is to bring out 
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the facts, no matter whom those facts may help or whom they m: LN 
hinder. 

[ may say, personally, | do not approve of the giving of such 
check, because it is drawn on the fund from contributions of the men 
and possibly was partially financed from the welfare fund. 

I regard the welfare a as belonging to the men. These funds do 
not belong to the custodian, but should be held in trust for the men, and 
any use for such purpose is an abuse of trust. 

I further wish to say that in our judgment, the Cook County Demo 
ratic organization would not approve of the use of these funds, and 
that had the Democratic organization known where the funds were 
coming from, in my judgment they would not have accepted. That is 
a statement on my own part. 

Mr. GaLLacuer. Lam sure it wasn’t used for political purposes. It 
was used for the game, sir. 

Senator Dovaras. The Chair was tempted to add a quote that while 
two wrongs do not make a right, he has known in the past of contribu 
tions from cor porations going to the other political party. 

Senator ALLorvr. Yes: ; and a lot of contributions going to the party 
which I do not represent, which should not have gone there, also, 
Senator. 

Senator DouGias. Quite possibly, but the Democrats generally get 
the small change, and the Republicans get the big money. 

Senator Atvorr. I didn’t find it so recently. 

Mr. Leece. Did you take a trip, Mr. Gallagher, in February of last 
year with a Mr. Garry ¢ 

Mr. GaLLaAcuer. Yes, sir. 

Mr. Leece. Who is Mr. Garry ¢ 

Mr. GauiLacuer. He is a friend of mine. 

Mr. Leece. Can you identify him a little more than that? Is he 
identified with your union ¢ 

Mr. Gautiacuer. No; he is not identified with my union. 

Mr. Leece. What business is he in? 

Mr. Gatitacurr. He works for the city of Chicago. 

Mr. Lerce. I have a check here, check No. 1001, drawn on the fund 
account, dated February 16, 1954, payable to Eastern Air Lines in the 
amount of $347.07, with stamped endorsement on the back : Passengers’ 
names: Gallagher and Garry. 

Where were you traveling to at that time / 

Mr. GautLacuer. It says Miami: doesn’t it / 

Mr. Lerece. No; it doesn’t. 

Is that where you were traveling to/ 

Mr. GaLLaGuer. Yes, sir. 

Mr. Leecr. What was your purpose in going to Miami ¢ 

Mr. Gatitacuer. The city employs our men. And we went there to 
gether. And I guess I purchased the tickets with that check. 

Senator Attorr. Who is Garry ? 

Mr. Gattacuer. He works for the city of Chicago. 

Senator Auvorr. For the city of Chicago? 

Mr. Gauuacuer. Yes, sir. 

Senator Attorr. What would he be going to Miami for if you were 
going to deal with the city of Miami? 

Mr. Gannacuer. I wasn’t dealing with the city of Miami. 
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Mr. Conen. When he said “city,” he referred to the city of Chicago, 

Senator Atorr. I still would like to know why he is going to Miami. 

Mr. Gatacner. I guess everybody goes to Miami. Why he was 
going there 

Senator Auiorr. And why should you pay for it, or why should the 
fund pay for it? 

Actually what happened was that at least a good portion of th 

came out of the welfare fund which was supposed to be for the mem- 
bers of the union. 

Mr. Gatiacuer. It might have been my expense check. 

Senator Atvorr. What was that? 

Mr. Gatiacuer. It could be my expense check. 

Senator Attorr. Well, it isn’t an expense check. It was for airline 
tickets. 

Why were you paying Garry’s expenses and why was he going 
there ? 

Mr. GatiaGcuer. Let’s put it this way; he could do me some good. 

Mr. Conen. Pardon me, Senator. As blunt as that answer sounds, 
it is consistent with his earlier answer when he was asked original) 
why he paid for this ticket for Garry. His answer was at that time 
that Garry worked for the city of Chicago; that the city employed 
many tuck pointers; that he felt it was in the interest of seeking larger 
employment for the tuck pointers to gain Mr. Garry’s good will. 

I take it that that is what he intended to convey. 

Mr. Gatuacner. That is right. See if we couldn’t get a couple 
more of our fellows on the city payroll. 

Senator Atxorr. The city of Chicago payroll? 

Mr. GaLLaGuer. Yes, sir. 

Senator Atvorr. And, therefore, to get them on, you took Garry to 
Miami and paid his expenses to Miami; is that correct ? 

Mr. GaLLaAGuer. That is right. 

Senator Atnorr. This is another very interesting feature of this. 

Go ahead, Mr. Leece. 

Mr. Leece. I think, Mr. Vokoun, that you have identified Mr. J. D. 
McKenzie as a man who occupied part of your office at 30 North 
La Salle Street. 

Mr. Voxoun. Yes, sir. 

Mr. Lercr. He was a broker ? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. Dealing in what? 

Mr. Voxoun. Raw materials. 

Mr. Lerce. A check was drawn to cash on the date of June 26, 1953, 
on the account of the Pointers, Cleaners, and Caulkers—on the fund 
account of the Pointers, Cleaners, and Caulkers signed by Edward 
Gallagher, president, and John Ryan, treasurer, in the amount of 
$1.500, and bears the endorsement of J. D. McKenzie. 

Would you identify your signature on that check, Mr. Gallagher, 
and tell us, please, sir, what the purpose of that payment to Mr. Mc- 
Kenzie was? 

Mr. Gatviacuer. It could be used as expenses in the office and Mc- 
Kenzie cashed the check. 

Mr. Voxoun. We sent him over to cash the check for office expenses. 

Senator Doveras. This went into petty cash? 
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Mr. Voxowun. Yes, sir. 

Senator Doveias. Again I want to point out you are going around 
ltobin Hood’s barn in order to do indirectly what you could have done 
directly by drawing checks on the welfare fund. 

Mr. Leece. Who is Charles D. Reece / 

Mr. Gat.acuer. He is a poultryman. 

Mr. Leece. A poultryman? 

Mr. GALLAGHER. Meat and poultry and such as o— 

Mr. Leecr. I have 4 checks all drawn to cash, 1 in the amount of 
S700, 1 in the amount of $200, 1 for $700, and 3 Fou! $200, a total of 

1.300. 

Mr. Conen. That is 5 checks. 

Mr. Lerce. 4 checks. 1 for $700; 3 for $200. 

All drawn to cash on the Pointers, ( ‘leaners, and Caulkers fund ac- 
count, all signed by Edgar Gallagher, president, and John Ryan, 
ireasurer, all bear ing the endorsement of Charles Reece. 

For what purpose or for what reason would you be making payments 
to Mr. Reece ? 

Mr. Gauitacuer. May I see the checks? 

Mr. Lercr. Yes. 

Mr. Gatiacuer. Those checks were cashed there likewise. It was 
closer to the office. 

Senator AtLorr. What was that? 

Mr. Gatiacurr. They were cashed likewise. It was closer to the 
office. And we brought the cash back to the office and used it as such. 

Senator Doveras. What did you do with the cash ¢ 

Mr. GaLLacuer. What did I do with the cash ? 

I used it for payments to the members 

Senator Doveras. Mr. Gallagher, you have had time to ‘prepare 
vourself for this hearing which you have known for some time was 
coming. Yet you are not able to produce receipts or itemized bills. 
You are placing great strain upon our credulity. 

You would have us believe that these sums of money now running 
into enormous amounts received by you in cash were distributed for 
benefit purposes. 

You operate out of the West Monroe Street office, do you, Mr. 
Gallagher ¢ 

Mr. GALLAGHER. I operate out of 908 West Monroe, yes, sir. 

Senator Dovenas. 908 West Monroe, as I remember it, is on the 
other side of the river? 

Mr. GALLAGHER It is the bricklayers hall. 

Senator Doucias. There are banks right near there. 

Mr. Gatiacuer. There isn’t any bank near there. 

Senator Dovenas. There is a bank right by the Daily News build- 
ing. And then, of course, for the downtown office, there are any 
number of banks. 

The question is why not go to the banks and get the cash rather 
than the currency “aioe and so on? 

Mr. Gatuiacuer. It was after hours at the banks that we usually 
cashed them. 


Senator Doveias. With a little foresight you would have been able 
to go to the banks. 


Senator Atiorr. Mr. Gallagher, I wonder if you can speak up a 
little bit. 
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Mr. GaLLacHer. Yes, sir. 

Senator Dove as. Mrs. Sielski, I wonder if you would come for- 
ward, please. 

Mrs. Sielski, would you raise your right hand. 

Do you solemnly swear that the testimony you give will be the truth, 
the whole truth, and nothing but the truth, so help you God? 


FURTHER TESTIMONY OF MRS. ELEANOR SIELSKI 


Mrs. Sretsk1. I do. 

Senator Dove.as. Would you give your name and address. 

Mrs. Sietskt. Eleanor Sielski, Chicago, Il. 

Senator Doveias. Would you identify this book, Mrs. Sielski. is 
that the account book ¢ 

Mrs. Sretskr. Yes. 

Mr. Leece. Did you make those entries in that book ¢ 

Mrs. Sievski. Yes, sir. 

Mr. Leece. Thank you. 

Senator AuLorr. I might suggest, Mr. Chairman, that I think I 
might want toask Mrs, Sielski a question or two. And she has already 
been placed under oath in this hearing. So I presume she is still under 
oath. 

Senator Dove as. Yes. She has just taken the oath again. 

Mr. Lercr. Now, Mrs. Sielski, I am at the moment referring to 
that part of the ledger reflecting disbursements from the fund ac- 
count or what you call the 5-cent fund, the same fund that we have 
been discussing most of the day. 

I notice an entry under date of May 23, 1951, check 286. There 
is a notation in the ledger just “Void” rather than the name of the 
payee. It is just “Void.” 

Now, actually check 286 was a check drawn on May 18, 1951, to 
cash in the amount of $1,000 signed “Edward Gallagher, president, 
John Ryan, treasurer,” and bears the endorsement of Eleanor Sielski. 

Will you identify your signature on that check. 

Mrs. Stetskt. Yes, sir. 

Mr. Lerce. Were you asked to cash that check? 

Mrs. Sretsk1. Yes, sir. 

Mr. Lercr. By whom? 

Mrs. Sietskr. By Mr. Gallagher. 

Mr. Leece. Did Mr. Gallagher indicate the reasons that he needed 
the thousand dollars? 

Mrs. Stetskt. At this moment I couldn’t recall. 

Mr. Lercr. Do you have any information as to what disposition 
Mr. Gallagher made of it ¢ 

Senator Doveras. Well, did you give the cash to Mr. Gallagher? 

Mrs. Sretskr. Yes, sir. 

Senator Dovenias. Mr. Gallagher, what disposition did you make 
of the cash? 

Mr. GauLacuer. Just the same as the other checks. 

Senator Dovenas. Mrs. Sielski. why did you enter “Void” in the 
book when really it was “To cash”? 

Mrs. Sretskr. I could probably explain it this way: Some of those 
check stubs were not filled in. That is, the check was taken out by 
Mr. Gallagher and the stub not filled in. And at the time I didn’t 
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know there were several that had been voided. And that was the 
reason that I entered it that way. 

Senator Dovenas. It should have been entered to cash and to Mr. 
Gallagher ¢ 

Mrs. Sretski. Yes, sir. 

Mr. Leece. Now, on June 23, 1951, there was an entry indicating 
check 292 in the amount of $500 paid to the Pointers, Cleaners, and 
Caulkers Union. 

Actually check 292 was in the amount of $600, not $500, payable to 
cash, signed “Edward Gallagher, president, John Ryan, treasurer,” 
and bearing the endorsement of W. J. Gallagher. 

Now, Mr. Gallagher, as I understand, W. J. Gallagher 1s your 
brother ¢ 

Mr. GauLacuer. That is correct. 

Mr. Leece. Why was $600 paid to your brother at that time? 

Mr. GALLAGHER. That check would be made out to that so he could 
get his car out of repairs. It was made to him. 

Mr. Leece. Mrs. Sielski, may I ask you why you entered this check 
as one for $500 payable to the Pointers and Caulkers Union 4 

Mrs. Srecskr. M: ay I see it? 

Mr. Lerece. Yes; it is a check drawn to cash. 

Mrs. Sretskt. I am afraid I don’t know, sir. Unless it is just a 
mistake, 

Mr. Conen. If I might, I would suggest that she be permitted to 
look at the ledger sheet you are looking at and she may be able to 
explain it. 

Mr. Leece. Certainly. I think it would save time if I let her go 
through that. Then I would be perfectly willing to let Mrs. Sielski 
check all of those items. 

Mr. Conen. The only difficulty with that might be that her answers 
at the time you pose the questions might be more accurate if she has 
a chance to look at the books. 

Senator Atiorr. May I suggest that I don’t think there is any ques 
tion of intimidation. And I would suggest that counsel might stand 
hy her as he asks thesequestions and she can identify it as the questions 
are asked, 

Mr. Conen. I think that is a good suggestion. 

Senator Dovueras. I will ask Mr. Leece to step down to the witness 
table and for Mr. Cohen to move about so that he can advise Mrs. 
Sielski and the questioning will be conducted from this lower level. 

Mrs. Sretski1. I can only say there that I probably just put in a 
5 rather than a 6. 

Senator Atuorr. Mrs. Sielski, can you speak up loud enough so we 
can hear? 

Mrs. Srevski. I would say that was just an error on my part. 

Mr. Leece. Why would the check be made payable to the Pointers 
and Caulkers Union as far as this ledger is concerned ? 

Mrs. Srevskt. Well, it may be that I probably took it from the stub 
in that fashion. I really don’t know. 

Mr. Conen. You didn’t prepare the stub? 

Mr. Lerce. Well, then the question probably should be directed to 
Mr. Gallagher. If your records are prepared from the stub, then who 
would execute the stub ? 
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Why would you issue this check to cash, Mr. Gallagher, apparently 
turn it over to W. J. Gall: agher, your brother, and on the stub indicate 
that it was a payment to ‘the Pointers and Caulkers Union? 

Mr. Conen. Mr. Leece, that question assumes that he did prepare 
the stub. I don’t think he has admitted that. 

Mr. Lerce. Certainly it assumes that he prepared the stub. He 
prepared the check. 

Iie has identified this signature on this check as his signature. 

Mr. Conen. Correct. 

Mr. Lercr. May I ask who would execute the stub? I think we are 
entitled to an answer to that question. 

Mr. Gatiacuer. There is many a check that was drawn up. 

Senator A.Lorr. I can’t hear you, Mr. Gallagher. 

Mr. Gatiacuer. There is many a check that has been drawn up, 
and stub later filled in. 

Mr. Leecr. Who executes the stub, though ? 

Mr. GaLLacHer. Sometimes it is executed when it comes back from 
the bank. 

Mr. Leece. It is usually the one who executes the check, isn’t it? 

Mr. Gatiacurr. Well, not always. I know that is the proper 
way. 

Senator Atnorr. I can’t hear you. 

Mr. Gatiacuer. I know it is the proper way. But in this case I 
don’t believe it has been done. 

But I assure you that any mistake that is made in there is not on 
her part. It is just an error. 

Mr. Lercr. Now, on November 20, 1951, the ledger indicates check 
394 was voided. 

Actually check number 394 was drawn to cash on November 21, 
1951 in the amount of $500, signed Edward Gallagher, president, 
John Ryan, treasurer, bearing the stamped endorsement: Pay the Ex- 
change National Bank of Chicago or order Adams Currency Ex 
change, No. 128. 

May I ask you, Mrs. Sielski, why this check was voided ? 

Mrs. Sretskr. Well, all I could say, sir, is that it evidently was 
not entered on the stub. And after I hadn't found out whether that 
was made out to anything, I made that notation in the book. 

However, I probably should not have used the word “void.” I 
should probably have just left it blank. And then when I found out, 
I came back to fill it in the proper way. 

That is the way I would explain that. 

Mr. Leece. How would you reconcile this against your bank state- 
ments, this ledger? Or did you do it periodically, or at all? 

Mrs. Sretsxt. I didn’t do it. 

Mr. Lrece. You didn’t do it? 

Mrs. Sretsxtr. No. I looked at it occasionally, but I actually did 
not do that. 

Mr. Lerce. Now, on December 31, 1951, check number 419 was 
voided, according to this record. Did you make that entry? 

Mrs. Sretsxr. Yes, sir. 

Mr. Leece. Actually check number 419 was drawn on January 7, 
1952 to cash in the amount of $200, signed Edward Gallagher, presi- 
dent, John Ryan, treasurer, and bears the stamped endorsement: Pay 
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the Exchange National Bank of Chicago or Order, Adams Currency 
xchange, No, 128, 

Mrs. Stetski. Well, sir, that is the same explanation. It was not 
entered in on the stub. And I didn’t know what it was made out for; 
«> | marked it void in there. 

When I came across them, I filled them in. 

Mr. Lrece. Now, on February 4, check No. 446 was voided, accord 
ug to your ledger. 

Did you make that entry ¢ 

Mrs. Sretski. Yes, sir. 

Mr. Lerce. Actually check No. 446 was drawn to cash on February 
19, 1952 in the amount of $400, signed Kdward Gallagher, president, 
John P. Ryan, treasurer, bearing the stamped endorsement: For De 
posit Only, Ocean Grand Operating Corp. 

Mr. GaALLaAGuer. What date is that ? 

Mr. Lexce. February 19, 1952. 

Mr. GattaGuer. Yes. That is when I was there. 

Mr. Lerce. That is when you were where / 

Mr. GALLAGHER. In Miami. 

Mr. Leece. What is the Ocean Grand Operating Corporation? Is 
ita hotel.or motel ¢ 

Mr. GALLAGHER. Motel, I believe. 

Mr. Leece. What were you doing in Miami at that time? 

Mr. GAtLAGHuer. I was there on business. 

Mr. Leece. The business of the union / 

Mr. GALLAGHER. Yes, sir. 

Mr. Leece. And you voided that check for the same reason / 

Mrs. Sretski. Yes, sir. It wasn’t entered on the stub, and [ didn’t 
know what it was. 

Mr. Lrece. Actually you didn’t have any stubs, did you 

Mrs. Sretski. We had stubs on all of this. 

Mr. Leece. You had these checks with you in Florida / 

Mr. GaLLaGuer. I carry a check, ves. 

Mr. Leece. You wrote these checks in Florida ? 

Mr. GatLacuer. Yes.. For expenses, that is right. 

Mr. Lercr. And made no report to Mrs. Sielski as to the expend 
itures that you made during that time? 

Mr. Gatnacuer. No, sir. 

Mr. Lreece. Of moneys drawn against this account ? 

Mr. GautuaGcuer. ‘That is correct. 

Mr. Lerce. Now, on May 17, 1952, a check for $6,000 payable to 
cash drawn on the account of the Pointers, Cleaners, and Caulkers 
fund signed Edward Gallagher, president, John Ryan, treasurer, 
bearing the endorsement, Charles J. Vokoun. 

Is that your signature, Mr. Vokoun ? 

Mr. Vokoun. Yes, sir. 

Mr. Leecr. There is no entry at all in this ledger except for a 
five 

Senator Doueras. How much was that check for ? 

Mr. Lerce. $6,000, You had no report at all on this ? 

Mrs, Sieuski. No, sir. 

Senator Atuorr. May I inquire what the ledger shows / 

Mr. Lerce. It shows nothing, Senator. 

Senator Atuvorr. Just a blank? 
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Mr. Lercr. There is a notation 522 off in the margin; but no ref- 
erence at all to the check, except that this check is No, 522. 

Senator Douce as. Mrs. Sielski, shouldn’t you have made an entry 
for that ! 

Mrs. Stetski. Like I say, sir, it wasn’t in on the stub. So, I just 
left the number—I probably skipped over it. I put it back in. 

Senator Dovueias. When the check came back to you, should you not 
have compared the checks with your entries in the books? Where 
you had no entry, should you not have made it from the check? 

Mrs. Sretsk1. Well, I did toa certain extent. 

Senator Doucias. Yes. But this check was $6,000, an extremely 
important chec me which there is no record in your books. 

Mrs. Sretskr. I didn’t know what it was made out for. 

Senator Doucias. Mrs. Sielski, this is a brutal question to ask 
But I must ask it, although I have no desire to embarrass you. 

Did you feel that some of these checks might be incriminating, 
and therefore you didn’t wish to make an entry in the books? 

Mrs. Stevtskt. No, sir. 

Mr. Conen. Senator, I would like to comment. 
will give me an opportunity to do so later on. 

The fact is that all of these questions, by their nature, have become 
brutal, but they are being answered to the best of Mrs. Sielski’s 
ability. 

Senator Doveias. The Chair does not deny that. 

Mr. Conen. There has been no attempt to hide anything that is 
incriminating. 

Senator Doueias. The Chair merely says that a member of the 
committee who is to do his duty must ask these questions. 

Mr. Leece. Did you cash that check, Mr. Vokoun ? 

Mr. Voxoun. Yes, sir. 

Mr. Lerce. What disposition did you make of the $6,000 ? 

Mr. Voxoun. I gave that money to Mr. Gallagher. 

Mr. Lerce. Is that your signature that appears on that check, Mr. 
Gallagher ? 

Mr. GauLLacuer. Yes, sir. 

Mr. Leece. What did you do with the money ? 

Mr. Gauiacuer. Like all the rest of it, I used it in the accounting 
before we had any system of paying off for the members. 

Senator ALtorr. What was the date of that? 

(The check was shown to Senator Allott.) 

Senator Doveias. The Chair would like to point out that it is hard 
to keep a score on the total of these checks which are cashed ; however, 


they must easily run thus far to over a hundred thousand dollars, all 
made to cash. 


Gio ahead, Mr. Leece. 
Mr. Lerce. Now, your ledger, Mrs. Sielski, reflects that an entry 


on July 28, 1952, with referenc e to thec k 575 which you have voided— 
did you mi ake that entry ? 


Mrs. Sreutskt. Yes, sir. 
Mr. Lerecr. Now, actually check 575 was executed on July 29, 1952, 
payable to cash in the amount of $4,000, signed Edward Gallagher, 


president, John Ryan, treasurer, bearing the endorsement : Charles 
J. Vokoun. 


Is that your signature, Mr 


And I hope you 


. Vokoun ? 
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Mr. Voxown. Yes, sir. 

Mr. Leecr. Did you cash that check ¢ 

Mr. Voxowun. Yes, sir. 

Mr. Leece. And turned the money over to Mr, Gallagher ¢ 

Mr. Vokoun. I may have retained some for my office expense. 

Mr. Leece. For this petty cash fund / 

Mr. Voxowun. Yes, sir. 

Mr. Leece. Is that your signature, Mr. Gallagher ¢ 

Mr. GAL LaGuer. Yes, sir. 

Mr. Leece. Did you make the same use of that money that you have 
indicated you made of all the other proceeds of all the other checks? 

Mr. GaLLacuer. Yes, sir. 

Mr. Leece. And what would be your answer, Mrs. Sielski, to the 
fact that the notation in the ledger is that that check was voided / 

Mrs. Suetski. The fact that it wasn’t entered on the stub. 

Like I say, 1 shouldn't have put that word in, but I should have left 
it blank. 

Senator AtLorr. Do you imply by that, or do you mean by that, 
Mrs. Sielski, that the stub was never filled out at any time, and there- 
fore you left it vacant ? 

Mrs. Srevskt. Yes, sir. 

Senator AtLorr. He never, or whoever drew the check, never filled 
out the stub at any time and therefore you left it vacant in the book 
and marked it void ? 

Mrs. Sretskr. That is right. 

Senator Atnorr. On whose direction did you mark it void? I 
would think that there would be an assumption that the check had 
been used for something unless you had been specifically told that it 
was void. 

Mrs. Sretskti. Like I said before, sir, I entered the word “void 
And I believe I should have just left it blank and not put anything 
there. I believe that was my error in doing it that way. 

Senator A.uLorr. In other words, if we examined the checkbook 
today, we would find that the stub had no notations in it? 

Mrs. Srevski. I belteve so; yes, sir. 

Senator Atvorr. In these instances / 

Mrs. Siruskt. Yes, sir. 

Senator Atiorr. Thank you. 

Mr. Leece. To get down to March 1953, your ledger indicates that 
checks 760 and 761 were both voided. Those are checks of March 2, 
1953. Now, actually check No. 760 was drawn to cash in the amount 
of $490 on the fund account signed Edward Gallagher, president, and 
John Ryan, treasurer, and endorsed by Joe Cawley and John Healy. 
Check No. 761 drawn on the same day, March 7, to cash in the amount 
of $250 signed by Edward Gallagher and John Ryan and endorsed 
by Catherine Sheilves, 5620 South Emeral. 

Why did you void these checks, Mrs. Sielski 

Mrs. Stetski. Well, there was no notation on the stub. And I just 
left it blank. 

Mr. Lerce. Mr. Gallagher, who is Mr. Cawley and Mr. Healy, Joe 
Cawley and John Healy ¢ 

Mr. GaLuacnerR. They could be members. 

Mr. Leece. They could be members ? 
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Mr. GALLAGHER. Yes, sir. 

Mr. Leece. Are they ? 

Mr. GAtuLaGuer. I wouldn’t know for sure offhand. Eight hun- 
dred is hard to remember. 

Mr. Leece. Well, they were paid apparently $490. 

Mr. GALLAGHER. Well, they were paid for something there. 

Mr. Leece. You don’t know whether they are members of the union 
of local 52 or not? 

Mr. Gatiacuer. I couldn’t say for sure. But indicating the $490 
there would probably be a bill with that. 

Senator Atiorr. Did you say you had 800 members ? 

Mr. GaLLacuer. 810. It varies up and down. 

Mr. Lerce. Who is Catherine Sheilves? 

Mr. GALLAGHER. She could be the wife of a member, too. 

Mr. Lercr. Is that your signature that appears on both of those 
checks ? 

Mr. GaLLaGcHer. Yes. 

Mr. Lercr. Now, there is an entry in the ledger for November 3, 
1953; simply the number 914, with no reference, no notation, of any 
kind. 

Actually check No. 914 was a check drawn to the order of the 
American Federation of Labor, Executives’ Club, in the amount of 
$300, signed by Edward Gallagher, president, and John P. Ryan, 
treasurer, endorsed with the stamp of the American Federation of 
Labor Executives’ Club, 130 North Wells Street, room 1413, Chicago, 
Il. 

How do you explain the fact that there is no reference to that check 
in this ledger, Mrs. Sielski ? 

Mrs. Srevskr. Well, I didn’t make that one out. And it was not 
entered on the stub. 

Mr. Leece. Is that your signature, Mr. Gallagher ? 

Mr. Gatnacner. Yes, sir. 

Mr. Leece. Who did make out that check? It is typed. 

Mr. Gatiacuer. It could have been made out in our office. And it is 
paid to the executives club. 

Mr. Lerce. Who would execute it if Mrs. Sielski didn’t ? 

Mr. Gautxacuer. If she didn’t make it out ? 

Mr. Leece. Yes. 

Mr. Gatuacuer. She can make out all checks. 

Mr. Leece. Do you ordinarily type your own checks? 

Mr. Gattacuer. [ can’t type. 

Mr. Lerce. Well, that is the reason for my question. Who else 
would do it? Does Mr. Ryan type? 

Mr. Gatiacuer. No, sir. 

That is just the same as per capita tax. 

Mr. Leecr. That is not my question, Mr. Gallagher. The question 
was: Who made out that check ? 

Mr. Gatiacuer. Well, there could be somebody in the office, from 
upstairs, or another office, that could type. And he typed it out. 

Mr. Lercr. I think your testimony earlier was that you had never 
seen any of these checks in the amounts that we have been dealing with 
here, Mrs. Sielski. That was about a week or 10 days ago. 

Mrs. Srerskr. That I hadn’t seen any of them, did you say, sir? 
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Mr. Leece. I think the question was asked you as to what informa- 
tion vou had as to the checks that were drawn against the fund ac 
count. And, as I recall your testimony, it was that you saw none of 
them. 

Mrs. Stetskr. No. 

Mr. Conen. Just a moment, Mrs. Sielski. If you are attempting to 
impeach her based upon her previous testimony, I would suggest in 
fairness to her that her precise answer be read to her. 

Senator Dove as. Counsel, would you speak a little louder? 

Mr. Conen. I say if he is attempting to im each her in some man- 
ner upon her previous testimony, I believe the precise question and 
answer in the previous testimony should be read to her. 

Senator AnLorr. I will be happy to do that. I have it here. 

| am reading from the executive session, page 109. 

Senator Doveras. IT want to point out that the proceedings in the 
executive session have been made available to counsel for the defense, 
so that we cannot be accused of springing material on the counsel in 
the public hearings. 

This practice has been e ngaged in by committees in the past. I dis- 
approve of it. And I would like to point out that the defense has 
received what I believe to be his constitutional rights in this matter. 

Senator ALLorr. On the bottom of page 108, Senator Douglas says: 

Referring to Mr. Gallagher 

He draws some of the checks himself” 

Mrs. Srecsk1. That is right. 

Senator DouGLas. And tills the amounts out himself? 

Mrs. SIELSKI. Yes, sir. 

Senator Dovue.as. But when those checks come back, you would see them, 
would vou not, in the monthly statement ? 

Mrs. Srerskt, Well, yes. They are there. 

Senator LbouGLas. Do you ever remember seeing a check for $10,0007 

Mrs. SIELSKI. No, sir. 

Senater bDouaertas. Or checks for $6,000? 

Mrs, SIELSKI. No. 

Senator De uerias. You never saw these checks? 

Mrs. SIELSKI. No, sir. 

Senator DouGLAS. Or $4,0007 

Mrs. SIELSKI. NO, sir. 

Senator DouGLas. Excuse me. 

Senator ALLoTT. That is all right, sir. I had concluded. 

Senator Atitorr. Did you so testify before ? 

Mrs. Sretskr. Yes, sir. I don’t say that I saw those checks that 
you showed me right here either 

Senator Axnriorr. I would like to ask you the question, Mrs. 
Sielski 

Mrs. Srerskr. Maybe I don’t understand the question. 

Senator AMOre. That is all right. We will word it so you do un- 
derstand 1 

These checks which Mr. Leece has just gone through, these larger 
checks. $4,000 and $6,000. and others like that. vou testified be fore, 
as I have just read, that you had not heard of them, had never seen 
them. 

Now, I tried to get this out of you before. And I would like to 
know who checked the bank account when these checks came back 
from the bank. 

Mrs. Sretski. Nobody, sir, that I know of. 
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That is, I didn’t go through the statements when they came back. 

Senator ALLorr. You mean that you never took the canceled checks 
and checked them off against your ledger / 

Mrs. SretsK1. No, sir. 

Senator ALLorr. Why not ¢ 

Mrs. Sretski. Well, I don’t know. I just didn’t. 

Senator Atnorr. Mrs. Sielski, that isn’t just a way of avoiding 
responsibility for seeing these checks, is it / 

Mrs. Sirtski. No, sir. 

Senator ALLorr. You know, as a bookkeeper—— 

Mrs. Sietski. Pardon me, sir. I am not a bookkeeper. 

Senator ALLorr. What are you? 

Mrs. Sietskr. I thought I explained that the entries I made in the 
ledger I just made them to mi — a compact form. That is, to keep 
them all together. I never did balance out at the end. And I had 
no reason to see what the checks were. 

Senator Attorr. I would like to know this: Did the checks come 
from the bank by mail or did you go get them ‘ 

Mrs. Sietski. It came in the mail. 

Senator ALLtorr. Who got them / 

Mrs. Sretskr. It came in the mail, yes, sir. 

Senator AtLorr. You never at any time checked them over and 
checked them against this list of checks you made ? 

Mrs. Stetski. No, sir. 

Senator ALLorr. How did you know how much you had in the bank / 

Mrs. Sretsxt. Well, if we were doubtful and wanted to know, we 
would call up the bank. 

Senator Axxorr. In other words, you never kept and never knew 
how much you had in the bank account even when you got your 
monthly statement, because you didn’t know what checks were out- 
standing and which were not ¢ 

Mrs. Stetski. That is true. 

Mr. Leece. Mr. Vokoun, you stated earlier that certain expendi- 
tures were made by you from this petty-cash account which you 
maintained. 

We cited several instances of expenses charged to that petty cash, 
paid for out of petty cash, which had nothing to do with welfare-fund 
business, but which, according to your testimony, were repaid to the 
petty cash. Can you explain the fact that the records do not reflect the 
deposit of those moneys to that account ? 

Mr. Voxoun. Well, yes, I can. 

The amount of money that went for the telephone came from Mr. 
McKenzie directly, and that portion that was allocated to the welfare 
fund I paid. You will see a notation on top of every one of those 
telephone bills. The portion that the-welfare fund and the portion 
that Mr. McKenzie p aid. 

Mr. Leecr. I am asking this question: Why do not your cash re- 
ceipts, your journal, or ledger, or whatever you call it, reflect the de- 
posit of those repayments to that fund ? 

Mr. Voxowun. I just kept it there and paid it out. 

Mr. Lerce. You paid those bills to Joliet, to Mexico City, out of 
the petty cash ? 

Mr. Voxocn. That is right. 
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Mr. Lerce. And they were repaid by Mr. McKenzie or by you? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. It would seem reasonable to expect for your own pro- 
tection that a record would be made of that repayment. But there is 
no such record. 

Mr. Voxoun. That is right, sir. 

Mr. Lerce. How do you explain that ? 

Mr. Voxoun. Well, I really don’t have an answer for it. 

Senator ALuorr. Mr. Vokoun, how old are you / 

Mr. Voxoun. Forty-seven. 

Senator ALLorr. What is your business ? 

Mr. Voxoun. Well, 1 am in the insurance business. 

Senator ALLorr. Where / 

Mr. Voxoun. Joliet. 

Senator ALLorr. How long have you been in the insurance business ¢ 

Mr. Voxoun. Since July of 1947. 

Senator ALLorr. What was your occupation before that time ? 

Mr. Voxoun. Well, I was an accountant. 

Senator AtLorr. For how many years? 

Mr. Voxoun. About 7,8 or 10 years. 

Senator ALLorr. What is your education, sir ¢ 

Mr. Voxoun. I went to high school and 2 years of business college. 

Senator AtLorr. And you practiced accounting for 7 or 8 years? 

Mr. Voxoun. Yes, sir. 

Mr. Leece. I have no further questions of either Mr. Gallagher, 

Vokoun, or Mrs. Sielski. But I think the record should show 
that on the basis of information, records, accounts, and books that 
were made available to the committee over a period of roughly 5 years 
dating from December 5, 1949 to November 30, 1954, the total re- 
ceipts—there were two funds, namely, the welfare fund, and the so- 
called defense fund—were $346,063.13. And as of November 30, 1954, 
the combined balance in both funds, namely, the welfare fund and the 
so-called defense fund, was $12,849. We have not been able to get a 
satisfactory explanation or satisfactory evidence of any kind as to the 
extent of the claims paid from the fund account. 

The bank statement of the welfare fund indicates rather conclusively 
that no payments were made from the welfare-fund account. The 
only traffic in that account represented transfers of funds out of the 
welfare-fund account to either the union account or the so-called de 
fense fund. 

And I think the record should also show that the defense-fund 
account indicates disbursements of something in the neighborhood of 
385,000. In many cases, that $85,000 is made up of disbursements 
ranging from $20 to $100. 

A more normal check was one for $50. So, it is possible that that 
$85,000 was paid out either in claims or for administrative expense of 
one type or another. So that of the $546,000 we can account for 
$85,000, which was possibly paid in claims or administrative expense. 

Senator Atsorr. That is assuming, Mr. Leece, that those checks were 
what they purport to be. 

Mr. Lerce. That is right. 

And there was in November 1954 when we concluded our investiga 
tion of this case a balance of $12,000, which gave us roughly $97,000 
which can be accounted for in a reasonable way. So that the differ- 
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ence of some $245,000 cannot be accounted for, except through cli 
of the type that we have been discussing here today. 

Now, Mr. Gallagher, you have st: ated that a lot of this mone \ 
of it, for that matter—your explanation has been that these che 
that were written to cash in amounts running from $500 to $10,000 and 

cashed in some cases at the bank, in some cases at cigar stands, in some 
cases at the currency exchanges, were used by you to pay benefits. 

Now, the statement that has just been made i is based on the record, 
And I think that in fairness to yourself, and in fairness to local 5z, 
some effort should be made to evidence and prove the dispositic 
made of that money aggregating, as I say, something close to ai OU) 

One last item: ( ‘heck No. 1088, drawn on August 4, 1954, ag 
the Pointers, Cleaners, and Caulkers account to the order of Emil Dei 
mark, Inc., in the amount of $119.50 is signed by Edward Gallag! 
president; John Ryan, treasurer, bearing the stamped endorsemeiit 
Emil Denemark, Inc., Liberty Bank of Chicago. 

As I understand it, Mr. Gallagher, Emil Denemark, Inc., is an aut 
sales agency ? 

Mr. Gatiacuer. That is right. 

Mr. Lerece. What was the purpose of that ? 

Mr. GatLaGuer. How much is the check / 

Mr. Leece. $119.50. 

Mr. GALLAGHER. Repairs to the car. 

Mr. Lerce. Repairs to the car? 

Mr. Gatiacuer. It could be. 

Mr. Leece. One of the union cars ? 

Mr. Gatiacuer. One of the cars. 

Mr: Leece. Well, the record should probably show that Emil 
Denemark, Inc., has advised the committee that they have a regular 
account in the name of the Tuck Pointers Union, and that this 
check for $119.50 was given for repairs and service to a 1954 Cadillac. 

Current balance in the account is $52.01. Now, you indicated 
~arlier that you have a 1954 Cadillac, Mr. Gallagher. 

Mr. GALLAGHER. Yes, sir. 

Mr. Leece. That was repairs to the car you drive? 

Mr. Gatiacuer. Yes, sir. Some of those checks will show that 
the bill was run there, and then they were added together and paid 
as such, too. 

Mr. Lerce. Now, on September 2, 1954, check No. 1134 was drawn 
against the Pointers, ( ‘leaners, and ( ‘aulkers fund account payable to 
the order of the Byron Dalton testimonial banquet committee, $250, 
signed Ed Gallagher, president; John Ryan, treasurer. Pay to the 
order of Citizens National Bank of Chicago, by Byron Dalton testi- 
monial banquet committee. 

Mr. Gatiacuer. That was for a banquet table for the members. 
He is one of the plasterers in the union. 

Mr. Leece. What was the occasion ? 

Mr. GatLacuer. Testimonial in his behalf. 

Mr. Lerce. He is with the Plasterers International Union? 

Mr. Gauiacuer. No, plasterers. 

Mr. Lerce. A local Chicago union ? 

Mr. GALLAGHER. Yes. 

Mr. Leerce. There was testimony this morning, Mr. Gallagher, 
that in Seas 1952 a check for $500 drawn on cash, signed by 
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you, was deposited to the account of the Flora Tailors & Furriers. 

On June 5, 1953, check No. 825, drawn against the Pointers, 
Cleaners, and Caulkers fund account, payable to cash, in the amount 
of $250, signed by Ed Gallagher, president; John Ryan, treasurer, 
bears the stamped endorsement : 

Pay the First National Bank of Chicago, Ill, or order J. B. Simpson, store 
account. 

I understand that J. B. Simpson, Inc., are merchant tailors. 

Mr. Gatiacuer. That could be my expense check, and so I used 
it to buy myself clothes. 

Mr. Leecr. You mean you just executed an expense check for $250? 

Mr. Gatuacuer. What is the amount of the check ¢ 

Mr. Leece. $250. 

Mr. GALLacuer. That is right. 

Mr. Leece. And just turned it over to J. B. Simpson ? 

Mr. Gatiacuer. That is right. 

Mr. Lexce. To take care of a personal obligation ? 

Mr. GauiacHer. It still was my expense account. 

Mr. Lerce. Pardon? 

Mr. GatLacuer. That was my expense check, and I turned it over 
on my clothing to them. 

Mr. Lerce. Would you say the same thing ap yplied with the $500 
check that was paid to Flora Tailors & Furriers? 

Mr. GaLLaGuer. I never bought a fur in my life. 

Mr. Lerce. Well, they are also tailors. 

Mr. Gatiacuer. Well, I never bought one unless somebody cashed 
it there. 

Mr. Leece. There are 2 payments here totaling $750, Mr. Gallagher. 
You have no recollection at all—well, you do recall paying the $250 
over to Simpson ? 

Mr. Gauiacuer. That is correct. 

Mr. Leecr. But you have no recollection at all of ever paying Flora 
Tailors & Furriers $500? 

Mr. Gatxacuer. If I would buy a fur, I would remember it 

Mr. Leece. Do you have an account with Flora Tailors & Furriers? 

Mr. GALLAGHER. No, sir. 

Mr. Leece. Does anybody in your family have an account with 
them ? 

Mr. Gatiaaier. No, sir. 

Senator Atnorr. Now, Mr. Gallagher, I think we will excuse Mrs. 
Sielski. If I have any questions, I will ask the chairman’s permission 
to recall her. 

With respect to this $250 check which you said you wrote yourself 
for your expense account, in response to my question this morning, 
you told me that you had no expense account. 

Mr. Conen. Senator, I honestly and in all sincerity don’t recall his 
making that statement. I believe he stated that he did have an 
expense account. 

Senator Atxorr. I have the notes here, Mr. Cohen, that I made this 
morning. I asked him what he got, and he said $125 per week. 

Mr. GALLAGHER. Plus expenses. 

Mr. Conen. I thought that was what he s: aid. 
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Senator Avvorr. All right. What expenses do you get besides your 
Cadillac ? 

Mr. Gatiacuer. Whatever might occur. 

Senator ALLorr. How-does it happen that your expenses came out 
to exactly $250, which was spent at a tailor’s shop 

Mr. GALLAGHER. M: ay I see the check, sir? 

Mr. Conen. Senator, I believe an explanation of that would be that 
he stated to Mr. Leece that his expenses were reimbursed by that 
check, expenses that he had advanced, and he, in turn, gave that 
check to the tailor shop; not that his expenses were at the t ailor shop. 

Senator Atiorr. Well, I don’t say they are at the tailor shop. I 
don’t think they are. There is nothing in the record to indicate that 
he has any kind of a voucher to substantiate such an expense account, 
and that is true, is it not, Mr. Gallagher? There is nothing in the 
records of your union by way of a vouc cher or statement to substantiate 
your expenses for this check, is there? 

Mr. Gauiacuer. I know that I 

Senator At.orr. Answer my question, please. 

Mr. GaLLacuer. Repeat the question. 

Senator Atuorr. There is nothing in the records of the union by 
way of voucher or statement signed by you to substantiate or prove 
what this $250 item was for? 

Mr. GaLiacner. No. 

Senator Atiorr. Not a word of writing is there? 

Mr. GALLAGHER. No. 

Senator Awuorr. In any of your records, and the same thing is 
true for this check for $500 which went to the Flora Tailor & Furrier. 
If that is an expense check, there is nothing in your records, not even 
a stroke of a pen, to substantiate this by way of a voucher or a state- 
ment from you, is there? 

Mr. GauLuLAcuer. That could be a check of 10 weeks at $50 a week 
given to the member and in return, he had bought something at that 
place and cashed a check. 

Senator Atuorr. Yes, but it isn’t endorsed by any member, Mr. 
Gallagher. 

Mr. Gatiacuer. They have sweethearts, too, I suppose, or what- 
ever you might call it. 

Senator At.iorr. Yes; but it isn’t endorsed by a member. It is 
endorsed by a tailor and a tailor wouldn’t take this even for a sweet- 
heart’s fur without an endorsement on it. 

Mr. GaLLtacHer. We would have to go to the tailor and find out who 
did endorse it. 

Senator AtLorr. Do you have a personal car? 

Mr. Gatiacier. No. 

Senator Atiorr. In other words, the only car you have is the Cadil- 
lac which is furnished you ¢ 

Mr. GaLtiaGuer. I have a Dodge. 

Senator Atuorr. Where is it? 

Mr. Gauiacuer. It is at home. 

Senator Atiorr. That is the car your wife uses ? 

Mr. Gauiacuer. No. 

Senator Attorr. Why did you answer my question “no” when I 
said “do you have a personal car ?” 
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Mr. Gautuacuer. Well, I didn’t feel as though I was using the 
Cadillac, that a personal car should come into it, yet, | wouldn't call 
it our car. 

Senator At.torr. Do you have a personal car? Do you have a 
Dodge ¢ 

Mr. GatuaGuer. No; I don’t have a personal car, but there is a 
Dodge there. 

Mr. Conen. | believe there is an obvious misunderstanding, and I 
am as confused as anyone else about whether or not he has what you 
terma personal car. May I ask him a question ¢ 

Senator Atxorr. I will ask him. Do you owna car? 

Mr. GaLLacuer. No. 

Senator AtLorr. Does your wife own a . ar ¢ 

Mr. GatLacuer. I haven't got a wife. I did have one. 

Senator AnLorr. Are we straight on that question’ He does not 
own a car. 

Mr. Conen. In view of that record, I am not straight on it, Senator. 
{ don’t know if you are. 

What is the Dodge you are talking about ? 

Mr. Gatiacuer. I have a Dodge car in the garage. It 6 not mine. 

Senator Attorr. Well, whom does the Dodge belong to? 

Mr. Gatiacuer. That belongs to a lawyer. 

Senator Atuorr. To a lawyer? 

Mr. GaLLaGcuer. Yes, sir. 

Senator Atuorr. And you have the use of it? 

Mr. Gatitacuer. No; I don’t use it at all. 

Senator AtLorr. Well, why does the Dodge come into this thing / 

Mr. Gatiacuer. Well, you asked if I have a car. I have probably 
been seen in the Dodge. 

Mr. Couen. Is the Dodge in your garage ¢ 

Mr. GaLuaGcuer. Yes. 

Senator At.orr. In your garage / 

Mr. Gautacuer. That is correct. 

Senator Atvorr. That lawyer is Mr. Wagner / 

Mr. Gautuacuer. No. It couldn’t be him. Clarence is dead. 

Senator ALLorr. You might still have his car. 

Mr. Gatuacuer. I wish I did. 

Mr. Conen. Can you ask him whether it was Mr. Cohen’s also, Sen- 
ator’ I wish you would. 

Senator Atvorr. Is it yours, Mr. Cohen ¢ 

Mr. Conen. It is not. 

Senator Atiorr. Is it Mr. Cohen’s, Mr. Gallagher é 

Mr. GautLacuer. I couldn’t tell you. 

Mr. Conen. He wants to know whose car the Dodge is. 

Mr. GALLAGHER. No, no, it isn’t his. 

Senator Auxorr. I can’t hear you. 

Mr. GaLuaGuer. It isn’t his. 

Senator Dovucuas. It has been established by the record, we be- 
lieve, that this is not Mr. Cohen’s car. 

Senator Atiorr. In other words, the Cadillac which you have— 
and this is what I have been getting at—is used completely by you 
for your own personal use as well as business? You have no other 
car at all ¢ 

Mr. Gauuacuer. That is correct. 
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Senator Attorr. Now, to the question a while ago that you were 
asked concerning the disposition of one of these checks, you said that 
the check No. 522 dated May 17, 1952, for $6,000 was written for cash 
because it was “Before we had a system.’ 

Now, the truth of the matter is, Mr. Gallagher, that you have never 
had any kind of a claims system in your office, have you ‘ 

Mr. Gatiacuer. No, sir. 

Senator Atnorr. You do not have in your office any filing system 
for substantiating—do you know what I mean by that—proving 
claims, do you ? 

Mr. GaLuacuer. No, sir. 

Senator Aiorr. You don’t have in your office a single law of your 
union or rule or bylaw written which determines when a union mem- 
ber can get benefits, do you? 

Mr. GautiacHer. Repeat that. 

Senator Atiorr. You do not have a single written bylaw in your 
office or rule which says when a member can get benefits ? 

Mr. GauLacuer. We didn’t get to that, due to the lawyer and to—- 

Senator AtLorr. Wait a minute. Just answer my question. 

Mr. GaLnaGuer. No. 

Senator Atuorr. You don’t have, do you? 

Mr. GaLtnacuer. No. 

Senator Atxorr. Nor do you have a single bylaw or rule in your 
oflice in writing where your members can consult it or even there 
which says how much benefits they are entitled to, do you? 

Mr. Gattacuer. No, sir; we didn’t get to that. 

Senator Auiorr. Or for what purposes these benefits will be paid, 
do you? Not one word in writing in your office ¢ 

Mr. Gatiacuer. No. 

Senator Atiorr. In other words, if a member gets funds or not is 
dependent completely upon the decision of Edward Gallagher, is 
that right? 

Mr. Gatiacuer. Well, if you put it that way, yes, but it isn’t hard 
to decide when a man is sick. 

Senator Attorr. And there is no appeal to any person from your 
decision as to how funds shall be spent ? 

Mr. Gatuacuer. No, sir. 

Senator Atrorr. And you heard Mr. Ryan’s testimony that you 
were the sole judge of how these funds won be spent and how and 
when and in what sums these checks were to be drawn? 

Mr. GaLtaGcHer. Yes, sir. 

Senator Artorr. And so all of this discrepancy of these figures 
which amounts to $245,000, most of which were payable to cash, were 
dispensed by you without any control by any person, without any 
rules or regulations governing the w ay they should be spent, and 
without any authority whatever chec king upon your spending of 
those funds, isn’t that true? 

Mr. GALLAGHER. Yes, sir. 

Senator An.Lorr. Now, you told me a while ago you had 810 mem- 
bers in your union. 

Mr. GALLAHER. It varies up or down. 

Senator Arxvorr. It is now 810, is it? 

Mr. Gaviacner. I couldn’t say exactly. It varies up or down. 
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Senator AtLorr. How many claims or benefits—separate claims or 
benefits—did you pay in 19494 

Mr. GALLAGHER. That I couldn’t tell you. 

Senator Atxorr. Can you tell me how many, approximately, you 
paid in 1950? 

Mr. GatiaGcuer. No, sir. 

Senator Axor. 1951? 

Mr. GALLAGHER. No, sir. 

Senator ALLorr. 1952? 

Mr. GALLAGHER. No, sir. 

Senator Atiorr. 1953? 

Mr. GaLLacuer. No, sir. 

Senator Annorr. 1954? 

Mr. GALLAGHER. No, sir. 

Senator Atiotr. Can you tell me what the total in round figures 

as of the claims that you paid in any one of the last 4 years! 

Mr. GALLAGHER. The total ? 

Senator Atxorr. Yes. 

Mr. GALLAGHER. No, sir. 

Senator Atxorr. Now, in 1949, December 1949, Mrs. Sielski ap- 
parently started, as she testified, and you haven’t disputed it, this 
ledger which I have in my hand, which shows the first oh eck, Decem- 


ber 1949, to Leo Dahl, for $50. Now, between then and the last entry 
in the book in November 1954, the last payment was to Kenneth 
Lundgren, the date being November 1, and a $50 check—and I put 
that in for the sake of the record; there have been 1,167 checks written 
on your fund account, most of which were small checks aoe to 


individuals. That is almost 1,200 checks, which is 114 checks average 
per member during the 4-year period from December 1949 through 
November 1954; isn’t it? 

It is 5 years, Mr. Cohen. 

Mr. Cowen. December 1949 to November 1954. ‘That would elim- 
inate 1949. 

Senator Atxorr. It would be 5 years. 

Mr. Conen. You are right; I am sorry. 

Senator Atiotr. So you did write small checks at the rate of about 
114 checks per member during this 5-year period for benefits; did 
vou not? 

Mr. GALiacuer. Yes, sir. 

Senator Atiorr. If you wrote all those checks, why did you not 
take care of all of your payments by check ? 

Mr. GALLAGHER. Well, at times I was down myself and wasn’t there 
to do such. 

Senator AtLorr. Now, isn’t it true, Mr. Gallagher, that you don’t 
have in your office a single item which will substantiate—and I say 
have in your office today or in this hearing room—vyou do not have 
a single stroke of a pen which will substantiate or help to prove a 
single one of all of these $240,000 worth of cash items; do you? 

Mr. GatiAcHer. You put that over a period of 5 years; is that right ? 

Senator Atiorr. That is right. 

Mr. Gatiacuer. In 5 years we can substantiate all the bills to the 
amount of the checks that have been received, to the best of my 
knowledge. 
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Mr. Conren. The answer to your question as he made it is not ac 
curate. You asked him if he has any vouchers here or anywhere or in 
his office to substantiate those payments, and his answer was not re 
sponsive. He said that he could substantiate them over the 5-year 
period, 

Senator AtLorr. He said he could get them. 

Mr. Conen. The Senator’s question was do you have them now ! 

Mr. Gauttacuer. No. 

Senator Attorr. In other words, you have dispensed $240,000 in the 
last 5 years without taking a single cash receipt for it. 

Mr. Gautacuer. Oh, I wouldn't say that. LI say there are receipts 
in there. Some of them amount to $3,000 or $4,000. 

Senator Auvorr. There might be receipts in your office amounting 
to $2,000, $3,000, or $4,000 4 

Mr. GaLLaGurr. We can get the receipts, as I say 

Senator AnLtorr. Wait a minute. I am not talking about what you 
ean get. I know you can go out and put pressure on these boys and 
get a lot, but I want to know what you have in your oflice now. 

Mr. Gattacuer. I would say “No” to the question. 

Senator Atiorr. Sir? 

Mr. GatLaguer. 1 can’t get it straight. What is the question, 
again ? 

Senator Atvorr. I think you understand it, Mr. Gallagher. Read it. 

(The question was read by the reporter.) 

Mr. Gauiacuer. I would say no to that. 

Senator Attorr. That is right. You do not have—you have dis- 
pensed this without taking a receipt. Is that statement correct ¢ 

Mr. Gatuacuer. Yes, sir. 

Well, we have hospital record bills, I believe, that I could get. 

Senator Atnorr. Then why did you not turn those over to the in- 
vestigators, Mr. Gallagher, if you have such items? 

Mr. Gauiacuer. It was done in such a hurry that I didn’t get them 
all together. I did the best I could. 

Senator Attorr. In other words, where are they right this minute? 

Mr. Gattacuer. Well, that I wouldn't know, either. I will have 
to say no to the question. 

Senator Atuorr. You don’t have a single receipt to show for that 
$240,000; do you? 

Mr. Couen. If I may assist him— 

Senator ALtuorr. Yes. 

Mr. Conen. I think what you are trying to establish is a fact, and 
I think the answer to your question is that you are substantially 
correct, and I think what causes his hesitancy is he may have 1 or 2, 
but I am sure they are infinitesimal from my investigation. I think 
the answer to your question is that you are substantially correct. 

Senator Atxorr. Will you agree with your counsel’s statement in 
your behalf, Mr. Gallagher ? 

Mr. Gatiacuer. Yes, sir. 

Senator Atiorr. As the truth / 

Mr. Gatiaauer. Yes, sir. 

Senator Attorr. Now, Mr. Gallagher, this welfare fund which the 
employers contribute to, how many employers do you have contribut- 
ing tothat fund? I want you to answer it, sir, if you will; if you can. 

Mr. Gattacuer. I can’t answer because I haven't got the figures. 
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Senator At.torr. Mr. Vokoun, how many ¢ 

Mr. Voxowun. About 130. 

Senator Atiorr. And when did the employers start contributing to 
this fund? 

Mr. Voxoun. October 13, 1950. 

Senator Au.orr. And they contributed to it as a welfare fund for 
the welfare of your members; it that correct ¢ 

Mr. GaLtuacuer. Yes, sir. 

Senator Attorr. And in addition to that, your employees, your 
members, also have a checkoff of 5 cents per hour which also goes into 
the defense fund or what has been referred to as the fund? 

Mr. Gatiacuer. That is correct; yes, sir. 

Senator A.uorr. And in addition to that, you also have your regular 
union funds which the members pay into without a checkoff ¢ 

Mr. Gatiacier. Right. 

Senator A.xorr. Is that right? 

Mr. Gatiacuer. Yes, sir. 

Senator Atxorr. In order that we understand this thing fully, the 
money which we have discussed here this afternoon went into the wel 
fare fund and was transferred from the welfare fund to the defense 
fund, or the fund, as it has been referred to here. The money then 
went from there into the union fund or mostly into cash items and 
these 1,167 checks I referred to, is the money that came jointly from 
the employers and from the employees; is that right ? 

Mr. Gauuacuer. Correct. 

Mr. Conen. Senator, I respect your ability as a lawyer, and I don’t 
want to tangle with you on legal matters, and yet you are calling for 
a legal cone lusion based upon our position here. 

Senator Attorr. Well, Mr. Cohen, on that point, may I call your 
attention to this: The testimony of Mr. Marvin on page 20, wherein 
it is said that the 714 cents is donated by the employers; the testimony 
of Mr. Haft on page 31, and again on page 32; Mr. Haft again on 
page 41—— 

Mr. Conen. Senator—— 

Senator Doucuas. Just a minute; let him finish. 

Mr. Counen. I am sorry. 

Senator Attorr. And the testimony of Mr. Lundgren on page 54, 
and then the testimony of yourself, Mr. Cohen—and it was your testi 
mony; it was when you were sworn—on page 83, as follows, and I 
quote: 

Senator DouGLas. You are the attorney for the union, too? 

Mr. ConeNn. Yes, Mr. Chairman. 

The 714 percent contribution is, as I understand it, paid by the various con 
tractors to the fund. They are then deposited into the 7'4 cent fund. 

Senator Douctas. The welfare fund? 

Mr. CoHen. Yes. When I say 714 cents, I mean the welfare fund. 

Senator DovGLas. Those go to Mr. Vokoun’s office? 

I think in the light of all that, my question to Mr. Gallagher is 
fair. 

Mr. Couen. In the light of the last, referring to my own statement 
at page 83, which as I st: ated earlier under oath or otherwise is the truth 
as I see it, that is a characterization by me of a 714-cent contribution. 
[ do not think that that establishes that my statement made in that 
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light establishes whether or not this is a 7144 
contractors, or whether it is a checkoff. 

I used the term “contribution” in endeavoring to explain to Senator 
Douglas the procedure regarding the deposit of those mone ys, and it 
started out by my asking Senator Douglas, “May IL be of assistance /” 
and then followed the colloquy which you have just read. 

Senator Atiorr. Yes. 

Mr. Couen. We are in the position here of representing one side, 
in effect, of a legal issue, the contractors the other side. I think the 
facts will speak for themselves. . 

There are various factors that can be relied upon to determine 
whether or not the wage scale is $3.60 or $3.5214. They take the posi 
tion, strangely enough, that it is $3.5214, and they are paying re 
cents into welf: ire, but they are not complying i in any sense with any 
of the provisions of the Taft-Hartley Act which you, Senator Allott, 
pointed out to most of the witnesses concerned here. 

We take the position, Mr. Gallagher informs me, any of my state 
ments or anybody else to the contrary notwithst: anding, that the wag 
scale is $3.60 an hour. 

Now, as I say, there are a variety of factors that can be relied upon 
to determine that; whether or not men not covered by this welfare 
receive in their pay checks $3.60 or $3.5214. That would be the most 
significant factor. 

Senator Atxiorr. All right, Mr. Cohen. I think, though, it is fair 
to say that I think your own concept of this has changed, because | 
think when you were here before, you thought that it was an em- 
ployers’ checkoff. 

Senator Doveras. I would like to address this question to Mr. 
Gallagher. Is it not true that the tuck pointers’ scale is the brick- 
layers’ scale plus 5 cents an hour ? 

Mr. Gatutacurr. We have always stayed 5 cents above the brick- 
layers. They are $3.55 and we are $3.60. 

Sen: tor Dove LAs. Is it not true that the bricklayers’ scale since last 
June is $3.4714, plus 71% cents for welfare ¢ ontr ibution ¢ 

Is it ' true that the brickl: ayers’ scale is $3.4714 per hour, plus 714 
cents an hour for welfare ? 

Mr. GALLAGHER. When we negotiated— 

Senator Dovenas. This is a simple question. I am going to ask you 
to answer “yes” or “no” in reply to it. 

Mr. Gantacurr. Yes, that is the scale. 

Senator Dovetas. That is the bricklayers’ scale. Well, now, if the 
tuck pointers’ scale is the bricklayers’ scale plus 5 cents, that ’ would 
make the tuck pointers’ scale $3.5214 plus 714 cents an hour for 
welfare, not $3.60, but $3.5214 plus To cents. 

Mr. Gatiacner. When we negotiated this so-called welfare, they 
didn’t have their welfare in effect. Ours was in effect before theirs, 

and ours was $3.55—$3.55 was theirs, and $3.60 was ours. Then they 
deducted the 714, made it a difference of $3.45. 

Senator Dovetas. I see no way of escaping from the logic of the 
tigures that I have given you. You state, and it is an admitted fact, 
that the tuck pointers’ scale is 5 cents above the bricklayers’ scale. 

Mr. Gariacuer. That is correct. 

Senator Doveras. Is it not true—and you have admitted it—that 
the bricklayers’ scale is $3.4714 per hour, and that there is also a 714- 


-cent contribution by the 
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cent contribution by the employers to the welfare fund—to their wel 
fare fund, not yours 4 

Mr. Gatiacuer. That is right. 

Senator DouGLas. Therefore. the tuck pointers’ scale is $3.5216 in 
wages, and 714 cents from the employers for the welfare fund. Now, 
the Chair is perfectly well aware of the very important question of 
jurisdiction raised by this. 

' Tf the seale is $ 3.521% and the contribution of 7144 cents comes from 
the employer, then this case comes under section 302 of the Taft 
Hartley, under the jurisdiction of the committee. 

If the seale is $3.60, and the contribution of 714 cents is really from 
the workers, merely being checked off by the employer, then ‘this is 
a matter of internal union affairs, not subject to the jurisdiction of 
the committee, into which we cannot inquire. 

And the questions which we ask and the answers which are given 
could probably be upset in court on the ground that we were exceed- 
ing our jurisdiction, or could possibly be. 

Senator Atnorr. Mr. Chairman, I haven’t seen the assignment, but 
1, personally, wouldn’t want to say that if that were true it wasn't 
within the jurisdiction. 

Senator Doveras. It may not be within the jurisdiction. The Chai 
will ee is its position. It may not be within the jurisdiction, and 
therefore—I don’t want to use it in question-begging terms—but coun 
sel has advanced the very ingenious argument tod: ay, the ultimate con 
sequences if upheld we are fully aware of, but again, I would like to 
point out that the fact of the bricklayers’ scale, the fact of the tuck 
pointers’ differential, seems to point in the opposite direction ; that it 
s $3.5214 per hour in cash, and 71% cents in welfare fund contributed 
by the employer. 

Mr. Cohen, there is one final bit of evidence I want to bring out: 
namely, that Mr. Lundgren, I believe, the president of the e mployers’ 
assoc iation, has testified that after this investigation was begun last 
fall, you approached him at a joint meeting, and I read from page 531 
of the record of March 24, which was a public hearing—do you have 
that available? 

Mr. Conen. I am aware of the reference you are making, Senator. 

Senator Dovuetas. He stated: 

Mr. Leece. You knew, however, that the fund was under investigation, didn’t 
you, at that time? 

Mr. LUNDGREN. Yes, sir. 

Mr. Leece. Through whom did you learn that? 

Mr. LUNDGREN. Mr. Gallagher gave us the first indication of that at our annual 
dinner where he and several union representatives were guests. 

He approached me and other members and asked to have a meeting with us 
because he was having some trouble. 

Mr. Leece. Specifically, what trouble? 

Mr. LUNDGREN. Well, we heard nothing further at that time. He arranged a 
meeting later through our attorney and he told us at that time that they were 
investigating his welfare fund and the so-called defense fund. 

Mr. Leece. Did he make any requests of you or your counsel? 

Mr. LUNDGREN. Yes. He asked us to submit a letter stating that the wage was 
$3.60 an hour, rather than $3.52% an hour. 

Mr. Leece. Which would make the 7%4-cent contributions by the employer 
actually a wage increase, if you had adopted his proposal? 

Mr. LUNDGREN. Well, I believe the purpose was to show that it was an employee 
contribution, rather than an employer contribution. 

Mr. Leece. What action was taken by the association? 
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Mr. LUNDGREN. We refused to submit such a letter. It was dropped there until! 
the hearings came up. 

Now, this seems to indicate—and I think the early correspondence 
from the employers’ association as sent to the members and testified 
to by Mr. Marvin of Chris Paschen Co. indicated—that it was to be a 
contribution by the employers. 

I mean, that is the third bit of evidence, and while the Chair is 
aware of the importance of the issue and the ingeniousness of the 
argument, I would say that if it can be established that the brick ayers’ 
wage scale was $3.4714, plus 714 cents per hour welfare contribution 
from the employers, it seems to be admitted that the tuck pointers’ 
have the differential of 5 cents over the bricklayers, and only that, then 
it seems to me with all the collateral evidence that has been introduced 
that this 714 cents must inevitably be regarded as a contribution by 
the employer, at least immediately, whatever be the ultimate conse- 
quences of this matter. 

Mr. Conen. Senator, may I say this: I am not endeavoring to be 
ingenious in the sense that I am trying to be in the slightest degree 
devious or take any advantages. I regard my duty to my client asa 
very sacred one. I might say that I regard ‘the matter of the Taft- 
Hartley violations as the least serious that can grow out of the evidence 
here, so certainly I wouldn’t be pressing this point on that score. 

Senator Dovetas. But Mr. Cohen, I would like to point out, if it 
can be shown that this committee was exceeding its authority—— 

Mr. Conen. On that score, may I say this: I “intended to address a 
remark to that. I am more inclined to agree with Senator Allott. I 
do not believe, even if it clearly was established that there was no 
contribution by the employers, that that would void and nullify the 
proceedings of this committee with respect to this union. I am not 
= nding that. 

I don’t think that as a law yer—and I want to be intellectually 
honest—that I could contend that. 

Senator Atiorr. Mr. Cohen, could I ask you this: When you testi- 
fied before, you believed then that this was an employer contribution, 
didn’t you? 

Mr. Cowen. You are trying to get me to say, Senator, because I 
used the term contribution that at that time I believed it was an 
employer contribution. 

Now, that is not the fact. I will say this to you: That you have a 
very tenuous situation here as to whet her it was an employer contribu- 
tion. Now, I would like these questions posed by somebody and 
answered : 

(1) An employee is there any employee not covered by welfare, 
and if the answer is yes, then what does that employee receive as his 
wage scale, and I think that will provide the answer to whether or not 
this is a checkoff or a contribution by the employers. I think it is 
as simple as that. 

Senator Arvorr. Well, except for the executive session, Mr. Cohen, 
[ would like to call your attention to the fact that you were here when 
Mrs. Sielski was examined. I think you were present also at all 
hearings when we were going into this particular fund. I don’t 
recall your ever, until today, taking the position which you now take 
with respect to that, but I think what we have said is enough on the 
subject, and I am willing to leave it there. 
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I have just one more question, Mr. Chairman, if I may. I would 
like to ask you, Mr. Gallagher, this question: With respect to the 
checks which have been written on the fund, and which are apparently 
for welfare benefits—you know what checks I am talking about 

Mr. GALLAGHER. Yes, sir. 

Senator Atuorr. These checks themselves do not show what those 
payments were for, do they? They do not say for a week’s loss of 
time, for hospital so much, or for doctors so much ¢ 

Mr. GALLAGHER. No, sir. 

Senator A.vorr. In other words, it is impossible to tell from those 
checks what they are for; is that right? 

Mr. Gatiacuer. That is right. 

Senator Atyorr. And neither do you have in your office any record 
which would prove what those checks were for, do you? 

Mr. GaLLacHer. No, sir. 

Senator Atvorr. And you do not require, before the payment of 
money to any persons at your own discretion, you do not require 
that person to sign a statement as to his loss of time, the length of 
loss of time, or the hospital, or doctor bills, or other things which he 
has suffered, do you? 

Mr. GaLitacHer. No, sir. 

Senator Atiorr. And do you not in any circumstance get a statement 
from the employer as to the supposed loss of time by the employee ? 

Mr. Gatiacuer. We would have if the lawyers would have gone 
through with the negotiation. 

Senator Atiorr. But you do not, and you have never done it to 
this date? 

Mr. Gaiacuer. If that could be understandable by when the 
lawyers, Wagner, was in session with Paschen, and it was stated 
as to who would receive—the fellow that paid would receive and the 
fellow that did not pay would not receive, and he would receive his 
$3.60 per hour. 

Senator Atyorr. One final question. Are you still the president of 
this union ? 

Mr. GaLutacHuer. Well, I believe I could go back home as bad as 
everything sounds and still get elected again. 

Senator Atiorr. Are you still president ? 

Mr. GALLAGHER. Surely. 

Senator AtLorr. And who is the secretary-treasurer—Mr, Ryan, 
still ? 

Mr. GaLiacuer. Yes, sir. 

Senator Atuorr. And who is the vice president ? 

Mr. GALLAGHER. Vice president is Paul Kunzie. 

Senator Atinorr, Mr. Vokoun is still in charge of the welfare fund ¢ 

Mr. GatiacueR. I don’t see any reason—— 

Senator Atworr. Is he still in charge? 

Mr. GALLAGHER. Yes, sir. 

Senator Atiorr. That is all I have, Mr. Chairman. 

Senator Doua.as. I have one more question. I am going to ask 
Mrs. Sielski to come forward and take the stand again. She is still 
under oath. 

Mrs. Sielski, I am going to pass to you 6 checks, 2 for $6,000, 2 for 

$5,000, 1 for $3,000, 1 for $2,000, aggregating $27, 000. I am going 
to ask you to look at ‘those checks. 


62033—55—pt. 2——39 
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Mrs. Sielski, I think you testified in connection with these checks 
that you knew nothing about them? 

Mrs. Srersxt. Well. sir, I see here there are four of them that I 
wrote out. However, I can truthfully say that I don’t recall making 
them out. 

Senator Dovcras. I mean, you do not remember the checks? 

Mrs. Srevsxr. No, sir. 

Senator Dovetas. May I ask this: You testified in connection with 
a number of other checks for large amounts that you knew nothing 
about these checks. I would like to ask you this: How is the amount 
of those checks entered on the check itself? Is it not entered in each 
instance by a checkwriting machine? 

Mrs. Srevskr. Yes, sir. 

——— Dovetas. Who runs the checkwriting machine in your 
office. 


Mrs. Sretskr. Well, either I run it off or Mr. Gallagher can run 
it off. 


Senator Dovcias. Does Mr. Gallagher operate the checkwriting 
machine? 

Mrs. Srecskr. Yes. 

Senator Dovetas. You mean Mr. Gallagher would operate the 
machine? 

Mrs. Sretsxkr. Yes, to write this. 

Senator Dovetas. And pull down the levers and make the entries? 

Mrs. Sretskr. Yes. 

Senator Dovetas. Was this his custom? 

Mrs. Srevskt. No, I generally did that, sir. Any checks I made 
out, I would run them off on the machine ‘myself. 

Senator Doveras. Did you enter the amounts by the checkwriting 
machine? 

Mrs. Sretskt. Those that I made out. I notice here, there are four 
of them I made out. 

Senator Doveias. Which ones are those—the two $6,000? 

Mrs. Sretskr. Yes. 

Senator Doveras. What about the two $5,900? 

Mrs. Sretskr. There is one for $5,000, and one for $3,000, and these 
T didn’t. 

Senator Dovaetas. Mrs. Sielski, for the record, I can say that every 
check has the amount written on it by the checkwriting machine, every 
check, and yet you have testified that you knew nothing about these 
specific checks or a number of other checks for large amounts. 

You must have known something about them, “because you wrote 
out the sum. 


Mrs. Sretsxr. Well, these particular ones, I would say that I wrote 
them out, yes, sir, but- 

Senator Dovaras. Is it so ordinary an occurrence that you can’t re- 
member checks for $6,000? That would be a great event in my life. 

Senator Atiorr. Mine, too, sir. 

Mrs. Sretskr. These are dated 3 years ago, and I can truthfully say 
that I would forget that. 

Senator Dovetas. Some of those were entered in 1954, weren’t they ? 

Mr. Conen. These are all 1952. 

Senator Doveras. For the record, you say the latest check you have 
is November 1953. That is a check up here. 
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Mr. Conen. These four that she identified as having been written 
by her, the latest is November 5, 1952. 

Senator Doveras. We have another check here in November of 1953. 

Now, Mrs. Sielski, is it not true—this is another brutal question 
that I have to ask—but is it not true that you entered the amounts of 
these checks in each and every instance ? 

Mrs. Sretsxr. On these checks, sir ? 

Senator Dovatas. All checks. Did you not enter the amount? 

Mrs. Srevskr. Well, I didn’t enter the checks that Mr. Gallagher 
took himself. Where there was nothing entered on the stub, I didn’t 
make those out. 

Mr. Conen. She means in some instances the checkwriting was 
lone by a person other than herself. 

Mrs. Sretsxt. I don’t make out every check, sir. 

Senator Doveias. I am asking you a very brutal question. If it is 
not true in fact that you entered the amounts on the face of the check 
in each and every instance—— 

Mrs. Sretsxr. When I wrote the check out like I have written these 
out, I would run it off on the checkwriting machine. 

Senator Doveras. Didn’t you do that in the case of every check ? 

Mrs. Sretsxi. Every check that I made out, yes. 

Senator Dovetas. No. I mean in the case of every check. 

Mrs. Sretsxkr. I didn’t make out every check. 

Senator Doveias. What about those two checks which you say you 
did not write ? 

Mrs. Srevsxr. I didn’t write these out, no, sir. 

Senator Doveias. May I look at those checks a minute ? 

Why do you say that you did not write those? The checkwriting 
machine has 

Mrs. Sretsxt. That is not my handwriting. 

Senator Doue.as. It is nobody’s handwriting. 

Senator Atiorr. Did you say Mr. Ryan operated the checkwriting 
machine too? 

Mrs. Srevsxr. I don’t believe he ever did, no, sir. 

Senator Attotr. Who wrote these two checks here ? 

Mrs. Sretskr. May I see it again ? 

Senator Auuorr. Yes. 

Mrs. Sretskr. This one is Mr. Gallagher’s handwriting. 

Senator Atxorr. Refer to it by number. 

Mrs. Sretskt. It is 621. 

Senator Arxorr. That is Mr. Gallagher’s handwriting? 

Mrs. Sretskr. Yes, sir. 

Mr. Voxoun. Thisis my handwriting. Check No. 840. 

Senator Dovue.as. Did you write one of those checks? 

Mr. Voxoun. Yes, sir. 

Senator Doveras. Mr. Gallagher, did you write the other one? 

Mr. GALLAGHER. Yes, sir. 

Senator Doveias. Who typed off the entry on the check? 

Mr. GatuaGcueEr. I can explain that. We have a machine in each 
office. The number on there will tell. 

Are the two numbers the same ? 

Senator Doucias. Mr. Vokoun, however, is supposed to be in the 
Loop office. These are written from the fund account which is West 
Monroe Street, six blocks away. 
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Mr. Gauiacuer. They will be indicated by the West Side office 
because it has a number on it. And here in the downtown office it 
has no number on the checkwriter. 

Mr. Couen. In other words, is it the Monroe Street office that has 
the checkwriter with the legend marked: “Insured,” and then a 
number ? 

Mr. GaLuAcuer. That is correct. 

Senator Doveias. Mr. Cohen, you have the right to make a state- 
ment; or any one of the witnesses has a right to make a statement. 

Mr. Conen. I would like to make a brief statement, Senator Douglas, 
if I may. 

I won’t reiterate everything I said in the general statement I made 
in the colloquy with Senator Allott in executive session. But there 
are certain comments I would like to make. And I say the following 
in all gravity and all earnestness despite the fact that certain ex- 
treme facts were revealed here that might be interpreted in a light 
vein. They are not made in that vein at all. This fund may be 
termed by this committee, I suppose, under a heading “How Not 
to Operate a Welfare Fund.” And I say that regretfully, but seri- 
ously. I alluded to that fact when I entered into that discussion 
with Senator Allott in the executive session regarding Mr. Gallagher’s 
limitations, because of the limitations upon his own formal educa- 
tion, and based upon the vicissitudes of life which have confronted 
him, which have been very, very severe and very serious. He has 
made many, many mistakes as this record shows in the operation of 
this fund. And despite the fact that you, Senator, have pointed out 
several times in the course of this hearing that the contention here 
that all of these moneys paid to cash were used in the interest of the 
members taxes one’s credulity, we submit that that is the fact. 

Now, we stand here at this point in this proceeding and realize that 
we may be faced with the burden of coming forward with the proof 
that that did happen in some court of law. We also recognize that 
although Senate committees are assigned to find facts and recommend 
remedial legislation, they do often act much in the same manner, 
though indirectly, as a grand jury acts. 

Mr. Gallagher and these other folks were advised by me of their 
rights under the fifth amendment. The record in the executive ses- 
sion will show that I advised Mr. Gallagher of his privilege against 
self-incrimination in executive session. And he elected in his own 
words to answer any questions you asked him. We are not asking for 
any maudlin sympathy. There have been errors here. However, we 
do submit that what was done here, regardless of how poorly or how 
slovenly or how badly it was done, was done with Mr. Gallagher’s 
best intentions, and that in appraising the intention, the moral values, 
the acts, venal or otherwise, of the various witnesses that have come 
before this committee in the course of this investigation of these vari- 
ous welfare funds, that great weight be given the fact that these peo- 
ple did not elect to hide behind the fifth amendment; that this in- 
vestigation, which is a healthy one for the Nation, give some very 
strong recognition to the fact that this man who could have hidden 
behind the fifth amendment chose not to do so, and thus encouraged 
and aided—regardless of how brutal the picture is—the work of this 
committee. He has been embarrassed. He has been humiliated. 
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Senator Douaias. May I say it was not the intention of the Chair 
or the Senator from Colorado to embarrass the witness. In the course 
of our duty, we felt compelled to ask certain questions to which we 
wanted a reply. And any humiliation which the witness has been 
occasioned has not been by the design of the committee but by the hard 
facts of life which we have to bring out. 

Mr. Conen. Let me say this—and I regret you didn’t give me the 
chance to say it first, Senator—there has been no feeling by anyone 
here—yourself, Senator Allott, or Mr. Leece—that you have been 
anything other than fair and courteous to all of us. We state that for 
the record. And there can be no complaint otherwise on any score. 

And in closing I merely want to state that I do feel and hope that 
this committee in making its report, in recommending whatever ac- 
tion it feels appropriate, ‘should give very, very serious weight to the 
fact that this man, Mr. Gallagher, unburdened himself. And because 
of the nature of the situation, not because of any intention to humiliate 
him on anyone’s part, but because he had made such grave mistakes, 

almost boyish mistak and I will strike the word “almost”; they 

were boyish—that he has been humiliated and embarrassed ; yet he 
elected to take that course, because he felt in his own heart that he 
did no wrong, no matter how badly he managed it. 

Senator Dovetas. Thank you. 

The Chair does not feel it is any part of his duty to comment on the 
evidence or conclusions which he draws from this. He thinks these 
matters are to be considered by the committee in preparation of legis- 
lation or by such other representatives of the Government as the com- 
mittee in its wisdom may choose to assign or call into play. 

The Chair has never believed that committee members should berate 
witnesses or pass judgment upon them. 

If there is no further testimony, we will conclude. 

Mr. Conen. Senator, when may we expect the return of the books 
and records we have submitted? We would like to try to get our house 
in order. And it is a big job. 

Senator Dovatas. I think that it will be necessary for the com- 
mitee to retain these checks. The counsel is doubtless aware of the 
fact that this probably does not fall into the category of interstate 
commerce, but that it may involve the referral of this matter to the 
State’s attorney in Cook County. And I think that if that is done— 
the Chair does not say that it will be done—but if that is done, it will 
be necessary to forward the necessary evidence to the State’s attorney. 
And I may say that this reference to the Department of Justice or 
to the State’s attorney of appr opriate jurisdiction is not the primary 
purpose for which these investigations are conducted. The primary 
purpose for which this investigation is carried on is to see if there is 
a need for legislation, and if so, what type of legislation. 

But as a byproduct of this, in order to protect incidental abuses 
and also to vindicate the power of an investigatory commission, the 
committee has the right to make available to criminal authorities such 
evidence as it may believe to be in the interest of justice, taking no 
responsibility over what the verdict of the criminal authorities may 
be or for what the ultimate decision of the courts and the juries may 
be. 

And, therefore, let me say this: It is no part of our purpose to 
cripple the operations of this fund by impounding books. But I be- 
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lieve you can take a new set of books and operate from now on. But 
I do not want to promise that we will turn over all the records. We 
should have the right to retain such books and records as may be 


necessary for such further steps as the committee may feel proper to 
take. 


(Discussion off the record.) 

Senator Doveias. Counsel has suggested a possible way out: that 
we photostat such copies of the records as we believe pertinent to our 
own records and send the originals back to you. 

Mr. Conen. That will be fine. 

Thank you. 

Senator Dovueias. This closes the first series of public hearings 
which we have been holding on union and welfare funds. 


At a later time we will make an announcement concerning the future 
work of the committee. 


Thank you, gentlemen. 


(Whereupon, at 5:15 p. m., the subcommittee adjourned, to recon- 
vene at the call of the chairman. ) 





INDEX 


Page 
Abercrombie, E. L _._. 492-493, 653, 739-740 
Adams Currency Exchange 793, 802—803 
Adler, Sanford 4 hace slap iaaa eitabd dB ete 345 
Administration: 
CIO policy statement on ’ 15-16 
i 41, 59-61, 64, 67, 69-70, 171-172, 179-180, 191, 209-212 
i. 9, ther 60, 62, 65, 110, 119-123 
AdminininGbiye GQNhOs 2. 2h.55 Jon enka 20, 39, 80, 120, 123-124, 133, 
139, 143, 159, 171- 172, 79. 182, 191, 208-209, 633 
Alabama Overall Service 336 
Allott, Gordon steady be piers eS oa l, 
64, 69-70, 74, 80-81, 87-88, 91, 93, 95-96, 98-100, 105, 107, 109, 
123, 132, 137, 142-144, 147, 157-158, eee 196, 199, 208-212 g, 
214, 216-222, 226-227, 230-233, 236-239, 242-248, 250, 252-2: 256, 
260-265, 268-280, 290-291, 295, 297, 299- 300, 306, 318, 320, 322 
327-329, 331-333, 336, 340-344, 346-349, 356, 371, 373-374, 379— 
380, 382-385, 387, 389, 402-404, 407-410, 413-414, 416, 420—430, 
440-442, 444-446, 448, 450-454, 459-464, 466, 468-471, 476-477, 
490-491, 493-501, 526, 528-529, 533-534, 536-540, 543, 548-550, 
552, 559-564, 566-569, 572, 577-578, 604-616, 618, 627, 635, 639- 
643, 647, 649-651, 654-655, 657-659, 669, 678, 684-685, 687-689, 
695-697, 699-700, 733, 745-749, 754, 764-775, 778-784, 787-791, 
794, 797-799, 801-809, 811-823, 825. 
Altmeyer, Arthur J 
Amalgamated Clothing Workers of America 
American Banking Association 4 
American Federation of Labor 7, 9, 57, 63, 65, 6 72, 91, 98, 281 
American Motors Corp. pl 153-165 
Carriers, selection of 153-157 
I biden aad 157-158 
Competitive bidding 154-157 
Joint insurance study committee 159-160 
And Nash-Kelvinator Corp 152-157 
Pooling 157 
a sen nisl sips Mlil Mckle sacl mb 157 
American Society of Actuaries 653, 738 
American Telephone & Telegraph Co 52, 54, 90 
a licen cshinimemanionsnaaansianinsitiiara 44, 49 
Arbitration 285 
280 
Auditing of insurance programs and pension funds 130 
Automobile industry, welfare and pension plans in 149-153, 166-167 
Auxiliary Corp 338-341, 644-645 
Bailey, Martin, and Fay 628 
Barazotti, Angelo 492 
Barbash, Jack 2, 13-32, 55-56, 
58-67, 69-70, 72, 75, 81-84, 90-96, 98-99, 101-102, 105 107 
Bartenders and Waitresses Miscellaneous Union No. 450 
Begler, Sam 
Benefits, bargaining for, on cents-per-hour versus level-of-benefits 
(See also individual plans and funds.) 
Bergeron, Lucien 
Best, Robert M 295-296, 303, 305-307, 311- 312, 349-352, 357 
116, 124-125, 127-128, 133 


827 





828 


Bink, Hendrik 

Blomquist, Richard N 

Blue Cross _ 
, 156, 
2, 133 


158, 
Blue Shield 134, 
Blumberg, Hyman 

Bradley, Ruth 

Bredhoff, Elliot 

Brennan, Sidney 

Brown, Howard D 

Brumm, John_ 

Buckalew, Floyd M 
Businessmen’s Insurance Co_-_-_-_- 
Byers, Sam J 


, 343, 492 


292-294, 298, 300-303, 319, 329, 334, 336, 
349, 377, 379, 386-389, 391, 402-403, 405-410, 
489, 494-495, 497-500, 509-510, 528, 533-534, 
597-600, 620-623, 626-627, 631-633, 
656, 661-665, 671, 689, 718, 739, 746. 
California Benefit Association wrens 
California Lfe Insurance Co 
297, 


48 5, 


cecoee zoe” -332, 337, 399, 
26-527, 531-535, 


440, 
550, 


434, 
529 537-540, 
678-685, 687, 
California Physicians Service 
Cappas Brothers 
Carey, Bert_ 
Carey, James B-_ 
Carolina Overall Service 
Carr, William H- 
Carrier, selection of_ _- 
a ash indemnity plans 
Cathles, L. M., Jr 


-727, 


689-699, 701, 719, 72 


126-131, 


ane 


162, 
148, 


132, 
493, 


109-110, 


339, 
418, 
543, 
636, 641-645, 


463-464, 
552-556, 
568’ 570-872) 615" 616, 623, 652-654, 656, 658, 660- 


732, 737 


153-157, 


Page 

4499 
190 194 
» - 46, ro 
188, 256, 748 
154, 158, 256 
ok LS 
= os 492 
135, 139, 144 
533, 612 613 


“341- 342, 346, 
436-439, 476, 
551-552, 569, 
648- -649, 652, 

ate 671 
290, 
477-478, 
562-565, 
67 1-676, 


469, 
559, 
669, 
-742. 


184, 206, 216 
Ss 
18 


Cement Finishing and Rock Asphalt Cc omposition Floor Finishers Union 194, 197 


Cement Masons’ Institute Welfare Fund- 
Administration. 
Administrative costs 
Benefits: 

Hospital and surgical 

Life insurance_- 

X-ray- D 
Carrier, selec tion of 
Commissions-- 
Eligibility requirements --_-_---_- 
Employer contributions 
Investments 
Premiums_. 
Reserves 
Retention 
Trust agreement_ _- sa 

Central National Bank in C hicago_ BG 

Chamber of Commerce of the United States 

Chantler, Lola 

Chap'nan, C. W 

Chasmar, Winfie Id_. 621, 

Chicago Hotel Assoziation 

Chicago Laundry Owners Association _ 

Chicago J’ainters and Decorators Welfare F und. 
Administration s Pe 
we ninistrati e costs 

nefits — 
C arrier, selec tior \ ‘of... 
Commissions 
Competitive biddi: ng 
Kligibility requirements 
Employees covered 


341, 


289, 


636, 638, 641-642, 664, 718 


392, 500, 574, 


500, ! 


171-172, 179 


167, 194- 220 
209-212 
208-209 

204, 207-208 

. 207-208 
215 

206, 216 
207-208 

204-206, 212 

, 199, 201-204 
200, 212 

207-208, 213 
213 
207 

195-201 

598-599 


O76, 


, 733, 735 
392 


, 975-577 
293, 621 
168-194 
180, 191 


174-175, 179-182 


71, 183, 188, 190-191 


184 
187 
184-188 
177-178 
183-184 





INDEX 


‘bicago Painters and Decorators Welfare Fund—Continued 

Employer contributions 

Investments a 

Premiums 

teserves 174-176, 
‘hicago Painters District Council No. 14 
‘hrysler Corp-_- --- 150 
‘ilento, Sol 345. 367-369. 517. 610. 707 
‘liffe, Frank B : 2. 11-12. 50-55. 68. 74-75. 103-105 
‘ohen, Nathan ao7 


230, 258-260, 263-265, 267-268, 271, 274-278, 747, 749,753, 765 
767, 769-771, 773-776, 780, 782, 784-785, 787-791, 795-796, 
798-799, 801-802, 804, 807, 811-813, 815-820, 822-826 
Collective bargaining, welfare and pension plans in 15, 57-59 
Commerce and Industry Association of New York 2, 34-42, 66, 96-97, 104 
Commissions ‘ 11 
19-20, 45, 81, 133, 1389-140, 157-158, 187, 207-208, 303, 308, 310, 
350, 357, 365, 397-398, 512, 524, 544-547, 632-634, 668, 675, 692, 
695-696, 703-704, 712-715, 730-73 
Compulsory payment of 80, 83-95 
Decremental scale se _. 92-93, 140, 308-309, 350, 364, 515 
Fair code of ; 87-88 
Groun........... 296 
Splitting of Beh 
Common stocks, investment in 
Competition: 
Competitive bidding._.__.____. eit 9, 77, 79, 82, 154-157, 184-188 
FROG 6 ict ec PSE 76-83 
Concrete Contractors Association of Greater Chicago 194 
Congress of Industrial Organizations 13-28, 30, 58, 63, 67, 72, 80, 83-84, 91 
Standing Committee on Ethical Practices, Report of 14-27 
Conick, M. C___-- : 18 
Connecticut General Life Insurance Co 2, 732 
Connolly, Gerald P are ey : . 343, 533, O11 
Continental Baking Co___-_- ; 2, 33 
Continental Can Co. plans 7 ; ; , 149 
Administrative costs__--_. 4. tied 39, 143 
Benefits: 
Hospital and medical_-_------ _. 136, 146 
Maternity : sail ~~~ 208 
Pension Sg ed .. 188 
Surgical, study of____ 
OR i co cumiemrite 
Surgical fees, escalation of _ - 
Continental Casualty Insurance Co__--- 
Continental Insurance Company of Chicago. 
Contributions, employee and employer- 
124-126, 195, 199, 201-204, 223, 233-235, 238 
252-255, 749-750, 817-820. 
Average annual__-__-- ee! 
(See also Financing of plans.) 
Controls. (See Regulation.) 
Conway, John C ' 171-472 
Coak. mere. .......<-- een era ad 492 
Cooper, J. M___-_. 5 ier _ 149, 159-165 
SOREN Bee iw niece cuncon ea aed 619 
Corifano, Anthony - ---------- cls a hig 344-345, 609 
Costello, Frank ____— ~~ ; : 3 


15 

Coverage, employee ___ 3, 17 
(See also individual funds and plans.) 

Craig, A. J ses te! s = 190 

W. W. Cross Co__- , } ; 111 


Crossman, Samuel : ae 620 


) 


Cruikshank, Nelson__-- te 
6-9, 31-33, 54, 57-58, 61 
96, 98, 101-102, 104—105. 

Cufferman, Max___ ean : 

Davis, Chantry_-__-__. 293, 421, 428, 437-438, 621, 664, 689, 734, 736 


~s, 


, 63-64, 66-68, 70-75, 89-90, 92-94, 





830 INDEX 


Page 
442 
6: 24 


Davis Edw ard ‘ 9, 421, 428, 
Davis, J. B., 
Dean Agenc v- 
Decremental scale. 
Diez, Inez_ 
DiGesu, ON eainnes SNe sss So Sse sca ss 
Disability pension 
Disclosure. (See Regulation, disclosure.) 
Distille ry, Rectifying and Wine Workers International Union of America- 
310-312, 344-345, 357, 365, 367-369, 376, 397-398, 502- 503, 506 
522, 707. 
Donovan, John 92 
PRR EOE Bc a he weed pbELL cs) 293-295, 
300-302, 329-330, 332, 339-340, 439-440, 464, 469, 491, 495, 
509-510, 527-529, 531-536, 539, 550-553, 615, 617-670, 678-679, 
683, 689, 691, 698, 700, 716-720, 722-725, 727-731, 733-735. 741- 
745. 
Douglas, Paul H- —6, 
9- 13, 28-34, 42-43, 49-81, 83-86, 89-97, 99- 103, 105, 107, 109, 
112-115, 117-118, 120— 122, 125-128, 131-133, 135, 137-1 50, 155, 
158, 160-163, 166-179, 181-184, 187-192, 194-196, 198-199, 205- 
209, 211-213, 219-222, 225-235, 237, 239-243, 247-249, 252-254, 
256-258, 260, 264-269, 275-276, 279-280, 292-297, 299-320, 322 
323, 326-331, 333, 335, 337-338, 340, 342-344, 346-357, 359-360, 
362-368, 371, 373-374, 376-387, 390-392, 394-407, 410-415, 417- 
419, 421, 428, 430, 442-443, 445-447, 450-455, 459, 464-476, 482- 
483, 487, 490-491, 500-504, 507, 512-513, 515-516, 520-522, 524- 
525, 528, 531, 533, 535-537, 539-544, 548-550, 555-558, 563-584, 
596-598, 600, 604-618, 624, 626-627, 630, 632-638, 641-644, 646- 
659, 661-672, 678-680, 682-683, 687, 689, 695-698, 700, 733, 745- 
748, 752, 755, 773-779, 783-788, 790-791, 793-801, 803-804, 807, 
817-826. 
Dubinsky, David 
Dykes, Wallace 
East, aie 299, 492 
Eddy, © 2, 9-11, 51-53, 57, 75-77, 89, 92, 95-96, 100-101 
539, 660, 722, 728-729 
492 
Eitelberg, Wm. C- 356-357, 509 
Elby Agency 443, 466, 468, 505, 508 
Eligibility I se re ne ms ne ES 177-178, 204-206, 212 
Employee contributions. (See Contributions, employee and employer.) 
Employer contributions. (See Contributions, employee and employer.) 
Employer, rights of 
Engineers, International Union of Operating 
Epstein, Harry 313, 505, 507, 515, 550, 620-621, 630-632, 634 
Everhardus, Herman 149, 158, 162, 164-165 
Faggen, Harold 18 
Fair Labor Standards Act_ - 
Faris, Orville F 410, 527-528, 530-532, 536, 
552, 562, 616-617, 652-654, 660, 666-667, 671-699, 717-718, 726 
Faunce, George, Jr 2, 34, 53-54, 61, 65-67, 74, 99-100 
Felhaber, Richard § 744-745 
Financing of plans 
(See also Contributions, employee and employer.) 
Fitzhugh, Gilbert W 2, 18, 54, 77-79, 84-86, 92-93, 96, 100, = 
Fleming, Philip 
ee nD oe ec ab awweencduuwehas 150 
Founders Fire & Marine Insurance Co 294, 619 
Founders Syndicate of America, Inc 332, 433-435, 
437, 464, 534-535, 552-555, 659-662, 664, 667, 720-729, 742 
Foundry Workers’ International Union 
Gallagher, Edward J 3, 
230-232, 243, 245, 247-248, 250-253, 255, 257-261, 264, 266, 
268-270, 278-279, 492, 747-754, 759, 765-807, 819, 821- 824 
Gallagher, Lester 





INDEX S3I 


Page 
Gallagher, William _ - , 777. 801-802 
International Ladies’ Garment ‘Workers Union ; 81-82. 620 
Garretson, Clella 192 
Gellman, Milton gb2% 345, 505 
General Motors Corp dada ‘ae 150 
Goldberg, Arthur J 55 ke lett j aad 13-14, 16 
Goldstein, Charles -_-- Sit a 292 
294, 328-331, 338-341, 523, 528-529, 53: 533, 620-621, 632, 637, 
$42-646, 652, 661-664, 668-689, 8, 733-736, 738, 740, 742 
744, 
Goldstein, Ira 
Great Lakes Steel Co 
Great Western Life Insurance Co__ Re ben 
Greenberg, Bernard - 18, 109-132, 135, 138-144, 
Greenbere e8em_.............-. ha A ts : 
Grievance procedure ac . 61, 67, 1: 21-12! 
Griffin, Jerry N......... 110, 617-618, 682, 685, 696, 
Group Health Insurance, Ine___- 
Haber, William 
Haft, Morris A- - - _ 239-250, 
Harlew Agency, Inc_.__- 345, 380, 388, 405, 443, 462, 467, 507-508, 566, 
of California, Ine 333, 405, 443, 466-468, 508, 522 


OLe, 


2 

5 

57! 

of Illinois, Inc ; "405, 443, 449-450, 45: 
- 

505, 


5i 
fe 
‘ 


)4 
458-459, 466, 468, 505, 508, 522, 558, 565, 575, 57 
of New Jersey, Inc 431, 442, 465-466, 
Hawley, Paul 
Health, Education and W elfare, Department of. 
Health Funding Corp 
Health Insurance Plan of Greater New York 
Health and welfare plans, total annual value of 
H. J. Heinz Co 
Higden, J. C 
Hill, E. Coke 
Hill, Lister 
Hilton Hotels Corp uisstitech 
a a ces 307, , 349-350, 398, 537, 567- -569, 647-648 
Hobbs, G. Warfield -—43, 52 56, 58, 68-69, 74, 98 99, 105 
Hogan, Frank J 333, 344, 391, 471, 501-502, 566 
Horelick, N. E allel wale dete ai 18 
Horner, Evelyn_. 299, 322, 342, 375-376, 378 379, 381 382, 284-387, 389-391, 
403, 408, 461, 465, 673-501, 557-559, 562, 569, 635, 659, 665, 667, 
745. 
Hvassman, Sumner C ite 5, 693-695, 737 
Illinois Athletic Club ; 794 
inoi ; 315 >-3 16, 
71, 409-410, 466, 570-571, 608-609 
Illinois Roadbuilders Association 194 
Imle, Albert R nd linge? ae 
Industrial workers, representation of at State legislatures _ - J 105 
Inland Steel Co 110, 1] i. ‘1 16, 125, 142 
Insurance commissions and the insurance industry, tie-up between 105 
Interim report 6, 8, 10-12, 27-29, 32-34, 42, 48, 132 
Internal Revenue Code ‘ 
Investment: 
re S56) ') CS rh Bk ae me 
Of reserves 49-57, 174-176, 
Sources for 
(See also Individual funds and plans.) 
Ives, Irving M ee ; 
9, 113, 118-120, 129, 132, 221-222, 226, 230, 233, 236-237, 
239-241, 243-244, 248-249, 297, 301, 306, 312, 316, 318, 32% 
326-327, 333-339, 354-356, 368, 371, 373-374, 381, 386-387, 
477-478, 504-505, 507, 509, 520-521, 529-530, 532, 540, 543, 546, 
548, 555-556, 558-559, 562-566, 580, 597-598, 600, 604-606, 611, 
614-615, 618, 635, 638-639, 643, 645-647, 649-651, 654, 657. 





832 INDEX 


Page 
James, Eugene C_ -_.- ec ee ‘5 .-. 279-280, 
288-292, 294, 300, 314-317, 334, 336, 341-344, 346, 349, 361. 
366-369, 371-372, 392, 395-396, 403, 406-410, 447-448, 451, 45 3, 
459-461, 466, 492, 495-496, 499-501, 517-519, 521-522, 528, 551 
560-561, 567, 570-614, 620, 642, 647, 649-650, 652, 657-658, 661 
691, 705-708, 746. 
Jaybar Insurance Agency ata 2) 5 oe 
Jenkins, Marie - ce oe E - : 192 
Jewelry Workers, ;, International Union of - ....-..... 306-357, 403, 509, 511, 525 
John Hancock Life Insurance Co_- eRe eee 
Joint administration. (See Administration.) 
Joint committees: 
Insurance and pension ‘ 121, 130 
Insurance study --- ; eae wee kite 2.35) Sad 
Jones & Laughlin Steel Corp- - - aeieha ; wala }, 125, 134, 148 
Justice, Department of ieapet 1) oe 
Keiser, R. A__ is ee = , ae 315 
Kiebler, George _ - ae ; i : Ae, 492 
Kingsley, Robert . nA er ae 492 
Kirkland, Lane 2, 55, 61-63, 66, 79-82, 93, 97-98, 100-101 
Klint, Walter E sas ais es aves So dc aces es vpn 
Kohn, Robert H___- tr = i i sears ale 1()4 
Labor Management Relations Act_. 1-2, 4-6, 8, 10, 35, 37-38, 41, 43, 59-70, 98, 
165, 172, 198, 237- 238, iL. 244, 246, 248, 250, 286, 621-623, 820 
Latimer, Murray W__--- 18, 109, 121, 123, 125, 128, 132-135, 149 
Launderers and Dry C leaners Association of St. P: aul, Ine_ 744 


Laundry and Dry Cleaning Workers International Union, L ocal 52__ 330, 334, 639 
Laundry and Linen Supply Board of San Francisco __. 618-620, 624 
Laundry Owners Association in Chie ago , __ 288, 294, 8, 624-626, 662 
Laundry Workers’ International Union We Ifare Fund__________ 220, 279-746 
Administrative costs_ _- 
Agent for (See Louis B. Saperstein and H: arlew Age ney. a 
Benefits _ _ — - 672-675 
Carriers (See California Life Insurance ‘Co. and Security Mutual ‘Life 
Insurance Co.) 
Check-off-_ ‘ % 
Claim payments ._ 675 
Commissions _ _- ~~ * 303, 308, 310, 350, 357, 397-398, 
512, 545- 547, 632- 634, 668, 675, 692, 695, 696, 703-704, 712-715 
Emplover rights .. 282 
Founders Syndicate. 
Hotel Laundry Workers Ly oc: i 46 welf are progr: PG coc 286, 


289, 359-360, 392, 573 576, -698- 599, 601-604 
Premiums _ _ - ; 673-674 


Discounted premiums Laisa puke) ee 519, 526, ¢ 581, 635, 690 
aan aE te eee et Se a 


Sanitary conditions_._____-_--- teh EES A FASE. 285 


Se niority rights___ ' ittebctaaecocden seces> Cae 

Social security department Sees S By face tout et oe 
287-288, 292-293, 297-299, 302, 313-314, 317-326, 335-338, 340- 
343, 376, 383, 386-387, 392, 397, 415-418, 431-433, 437-438, 445, 
452, 460, 464, 467, 473, 478, 484, 492, 494, 498, 514, 517, 519-521, 
523, 527, 533, 537-538, 540, 544-548, 556-557, 559, 569, 579, 582, 
598, 618, 622-624, 626, 632, 636-637, 639, 642-6438, 645-650, 
652-665, 667-673, 681, 685, 688-690, 696-697, 708-709, 711, 715, 
718, 720- v2 3, 728, 727, 730-731, 733-743. 





INDEX 833 


Page 
Leece, William A._ ~~ _- ae . 1 


12-13, 28-29, 31-33, 60-63, 665, 109, 129, 41, 143, 155, 163, 
186, 189, 193, 195-210, 213, 221, 223-226, ,228 
7 


166-174, 177 
229, 231-233, 235-236, 240-242, 2 
279-280, 288 295, 298-299, 301, 3 
342, 344-345, 347, 361, 366-368, 37 3 as 377, 379, 381, 387, 
390-392, 400 402, 405 407, 408-410, 113. 417, 119-421, 430-450, 
454—455, 460 ata 471, 473-474, 479-491, 500-501, 504-520, 
522-536, 539-548, £ 557, 568, 572-584, 596-600, 604, 624-639, 
642, 644-649, 652, 656, 658—666, 668-670, 678-687, 689-641 
695, 697-699, 733, 74é 7-754, 764, % 788, 790-811. 
819, 825. 
Levin, Leonard __-_ : 349, 404-411 
Levine, Henry ce : 512 
Levinson, Eli 339 
Lineoln National B: unk in Newark 144-445, 454-455, 466-468, 688 
Linsey. Fe 32s «x0 x 377, 379-381, 384, 387-390, 403, 558-559, 568 
Lundgre n, Carl ce Aiea 249-256, 819-820 
McCabe, Robert R______~-- 169-170 188, 190 
McCarthy, Hugh J__._.-- 169-174, 176, 179-184, 187, 190 
McClure, Stewart E____- 222 
MeDonald, David J___- f : 110-132, 134, 673 
Mellvain, Edna_-___- . : 192 
MacIntyre, Duncan N. ee 304-305, 309, 313, 354-356, 395-3096 
Malingering.___ 2 138-139 
Maltz, Sidney _- oe ok 192 
Manwaring, H. Albert 307, 349, 352-359, 363, 365, 370, 373-374, 376-381, 
384, 386-387, 389-391, 395-396, 403, 536-564, 569, 702. 707 
Marsh and McLennan__-.. 2, 176, 179-180, 184-185, 187—188, 190, 192, €19, 629 
Marshall, Austin Se Ags tos : 102 
Marshall, W. H : eee eae ai 693-695 
Marvin, C. F 232-240, 795, 817, 820 
Massachusetts Mutual Life Insurance Co 732 
EI rE 5 oo ata ci wee ae os ee 339 
Melvin, Ags Me 104 
Mere antile ! National Bank in C hicago, Ill_. 228, 257-258, 267, 750, 755-764, 766 


Merchants National Bank of Chicago_- 574-577 
Metropolitan Life Insurance Co__-_--_-- 2, 86, 127, 134, 138 
Miami Laundry Workers 
Miller, William J .. 221-~-232. 251. 270, 299, 316. 338, 
Minick, Phil_- 339, 
Mitchell, James : ; 17 
Moenich, Joseph C_ ~~~ ; 
Montefuseo, Concetta_ 333-334, 349, 410, 413, 
2—454, 459-471, 521, 560—561, 565-567, 569, 659 
Morrissy, J. Emmet- - -- ae 235, 239 
Murray, James E____- : 222 
Murray, Philip_-_----- . jo ae 132, 124 
Musie Maintenance Workers__ 578 
Nadalin, FE. R , 377, 381, 387 389, 403, 166, 489, 558-559, 566, 568 
Naddeo, Charles ____- _ 299, 403, 413-441, 460, 463-464, 492—493, 528-529, 
533, 539, 551, 636, 640, 657-658, 660-663, 667, 670, 728 
Nash-Kelvinator Corp a 152-157 
Nathan, Robert R-_-- 18 
National Association of Insurance Commissioners 
National Association of Life Underwriters _ _ 
National City Bank____--_--.- 
National Maritime Union _ 
National Steel Corp__- 
Neely, Matthew 
Newbold, Holsten J ere : 
New Linen La pply Ce... a : _. 328, 338-340, 
Newman, 
New York y Fy Insurance Co. 
New York State Disability Act____-_- 
New York State Department of Insurance 
18, 35, 37, 152, 366, 


, ae? 
‘ ‘fF “yr "7" 
60, 265-270, 276, 
336, 334, 338-339, 


Re ON eee” 


ee ee De ee ee 


~~ 





834 INDEX 


Page 
Occidental Life Insurance C 546, 619, 629 
O’Dell, Kenneth_......._ - be aMicoeek ea ass aol is sno ehcalln 2k oils gti ar ws Salts encase 
Oseroff, Abraham 


Packaging and pooling 
(See also individual plans and funds.) 
Painters and Decorators Welfare Fund. (See Chicago Painters and Decor- 
ators Welfare Fund.) 
Palacios, Lawrence 
234, 339, 492-493, 533, 626, 628, 63 1-632, 636- 637, 641- 643 
ees ess nt oso lk cake enki ee Lops OO es cesta 492-493 
PR Bren cweeon eee nae nee Peeese de 5 on ta ain Satan ws aa ce --- 375-376 
Paschen, Chris 766, 795, 820 
Chris Paschen Maintenance Co 232, 238, 241 
Pension programs 7 , 09-40, 114-117 
Perkins, Anna M 
Poeftis, hee. 2... 
Permanente Hospit: al Service - - - 
Philadelphia Laundry Board of Trade______------- 5 
Pickens, John _ 570, 615-617, 669- 671, 697 
a a dan mnt isi cl ih te ttle ll 169, 171, 173- 178, 181-190 
Pisano, ‘‘Little Augie’’ z 344 
Pe RUE Dict cdndacnnshessecenhe ne ewnbsongenstaneokelwaee 292-304, 
313-346, 349, 360, 380-384, 387, 389-390, 469, 659, 663 
Pointers, Cleaners and Caulkers Union_____________________ 22] 279, 747-826 
Benefit payments ee 269, 273-276, 771-773, 815 


Check-off has ba whee ess = 233, 235, 239, 254. 750 

limployer contributions e 223, 

233-235, 238 -239, 241, 245, 249, 252. 255, 749 -750, 817- 820) 

Fund account_____-_ y ... 224-231, 258 264, 266-269, 750-771, 

774A, 77% 778, 784 790, 793-794, 796 S11, 815 816, 821-82 

Wage scale___.______._ 235, 238-239, 240, 246, 251-252, 749-750, 818-820 

Welfare fund account 223-224, 226, 229-232, 234, 236, 241 255, 257- 258, 
265-271, 279, 747-771, 775, 777 

Union account ea os 924 226, 

752-754, 767, 774, 778-779, 781, 784, 788-789, 794, 801, 810, 812 

Pollack, Jerome a 18, 149-1 58, 161, 163- 167 

Portnoy, Frank Pe " 


PODOIEEY, OROOD CO.  . Ses eee wes wt 1 38 
Premiums tang ey ee saaee taecs Or 208, 213, 673 674 
Prudential Life Insurance Co____- ated stadcopcte tickets 619 
Publie Health Ser’ ice 
Quality Laundry Ser: ice 
Railroad Retire nent Board 
l.eed, Louis S Z 
P.ee es, Gilbert pe ce 
Regulation: 
Disclosure -11, 19, 36, 62-65, 69-70, 87-88, 95-102, 129, 158 
Federal versus State 34-35, 37-38, 66, 96, 104-105 
Proposed 40-42 
Reich, Edward_-_-_-_---- coe : 492-493 
Republie Steel Co_- oe 125, 127, 134 
Reserves. (See Investment of rese rves; see e also Individual plans and funds.) 
P.etail, Wholesale, and Department Store Union____- 15 
Pete rtions ... 33, 78, 88, 152, 157, 207, 632 
reuther, Walter P__________ ve : 14-16, 18 
Rice, George , papa a aS San i 492 
Richlew . gercy _ v9 re em Jul 283; 508 
Road Builders Association of C hicago_. 194, 197, 214 
Robb, James_ . 109, 145-147 
Ruebling, Theodore 698 
Rusk, W. C 660, 698, 717-718 
Russell, Frederick D , 296, 303-305, 307-313, 315, 
349-357, 359-378, 381, 383-384, 389, 391-394, 396-403 
MED wigdudnasmanwcadbenmidls 226, 7, 247, 257-266, 268, 273, 275-277, 
790, 792-794, 796, 798-806, 810 





INDEX 


Saperstein, Louis B- --- 295 
301- 306, 309-313, 317-3: 20, 322, 326, 332—333, 337-338, 344 
351-354, 356-358, 360-361, 363, 375-382, 384-386, 388 
397-398, 402—405, 410, 432-433, 436-438, 440, 442-447, 449 
453-455, 460-465, 467-471, 476-490, 494-498, 501-502, 504 
543-569, 571, 575, 577-580, 582, 610, 615-616, 620-621, 630 
637-638, 641, 645, 651-652, 6! 56-660, 662-664, 668-671, 680, 
689, 691-695, 703-708, 710-714, 718-720, 722, 726, 728 
733-737, 739. 

Scalise, George --_- - - - tas Sard ; ea 345 


) 


Security Mutual L ife Insurance ‘Co ; 
286-287, 290, 294, 296-298, 307, 312 315, 317, 319-326, 333 
337, 341, 351, 354, 356-360, 378, 380, 383, 387, 389, 391-392, 
402, 404, 416-419, 430—433, 445. 147, 451-453, 459-461, 466 
477, 480-4 489, 494, 496-501, 509-527, 536-538, 543-544, 546 
560, 563-565, 567—! 568, 571, 573, 575-577, 580-581, 598, 620 


Page 
297 
348, 
391, 
51, 
539, 
635, 
687, 
730, 


. 609 
Schmidt, Louis L ee eee a 169-170, 
Scotti, Alfred - oie 333, 


190 
502 
280, 
335, 
396, 
168, 
548, 


20, 623, 


629-631, 633- 635, 637-638, 651 656, 658 659, 663-665, 668, 
685, 687-688, ave? 701- neers (25, 737-740, 742. 
Sedway, Mose 
Segal, Martin E___-_- 
56-57, 67, 72-73, 75, 82-83, 86-89, 9 


) 


idee 2, 18, 43 


94—96, 


678 
345 
50, 
550 


Self-insurance : 2 6 eb eae : 20, 79 


Senich, Anne 
Seniority rights____- -- an detox f 
Sevander, Warner__-__-_- a a 194, 201 


Sheldon, Horace E______ 2, 34-42, 58-59, 66, 69-70, 93-94, 96-97, 101-102, 


Shoaff, James 
Siegel, Bugsy 
Sielski, Eleanor rem Sell eiatin ss ‘ 
261, 264-2 79, 771, 774, 780-782, 794, 800-809, 821 
Simpkin, Sam_ 


Smith, Emory J — wm _.. 194, 195-201, 203 


$92 
283 
218 
104 
IS 
345 
257, 
823 
192 


203, 219 


Smith, Walter___- 
Snodgrass, M. O at et eat . 
Social Security Act é me oe 112 


Stacher (Doe Rosen) eae _. 345, 466, 505 
Stanley, Annie sacle eee 
Steel industry, welfare and pe nsion 1 plar ans in___-- wx _ 109 
Administration 
Administrative costs 
Benefits: 
determination of 


hospital 
as al ie gsi pn ini enero to i 
pension 
Carrier, selection of 
ema 
Disability pension 
Financing of 
Grievance procedure 
Joint insurance and pension committee. 
Pension fund contributions and expen: 
Pension plans and formula 
Reports, periodicity of 
Steelworkers, plans negotiated by- ‘ 
(See also United Steelworkers of America. ) 
Unilateral plans 
Stevens Hotel 
Stewards 
Surgical benefits indemnities, studies of 
Surgical fees, —— of 
Sullivan, J. 


492 
619 


Se : 2, 150 
Soper, Taylor. be 94, 199, 


214 
508 
192 
135 
123 


24, 133 


— DD WO We DO 
CNW ane 


fem pee pe Ph eh ft feet ek et dd pd 
m= C9 m= DD OO KD > ae . 3 
fn am nh ot 
Soon eS 


~I 1 


Nowe 
5 oe 
aS 





836 INDEX 


Swire, Joseph 
Taft- Hartle ay Act. (See Labor Manageme nt Relations Act. - 
Taranto, Anthony J-_ oe Cee ee . 696-700, 717 
Teamsters, Inte rnational Brothe srhood We PAN cee 339, 578, 610, 645 
Texas Overall Service 
Thimmes, James G 
339 
Tocci, Carmeia 419-4 20, 424, 427 
Tomayko, John__- 18 
Toomey, John T 
329-330, 621, 642-643, 645, 664, 689, 718, 733, 73: 5-740, 743-745 
Travelers Insurance Co 186, 192, 294, 546, 619 
Trust agreements . 45, 195-201 
Tuck Pointers, Cleaners, Caulkers, Concre te Restoration, Gunnite and 
W aterproofing Association of Illinois __ - 234-235, 238-240, 246, 248-249 
Turner, Blake E 328, 330-333, 401, 572, 576, 658-659, 700-732 
Unilateral administration. (See Administration.) 
Union Casualty Co _..-. 310-311, 511, 620, 631, 708 
Union Labor Life Insurance Co ee . 207, 211, 216 
United Auto Workers, CIO____________-_- 149-150, 152, 167, 618 
United Mine Workers Seer 620 
United States Steel Corp , 116, 119, 124-125, 126-128, 133-134, 149 
United Steelworkers of America-_-_-_-______-___-_--- _.. 16, 110-117, 
119, 121, 125-126, 130-132, 134, 136, 141, 145, 148, 618, 673 
Van Riper, Walter D - _.... 346-349, 
454, 468-472, 501-504, 506, 508, 512, 514, 520-! 523, 525-526, 528, 
535, 537-541, 543, 550-551, 554, 557-569. 
Vokeoun, Ghatiet o..4......53.....- 223, 233-234, 242, 244, 247, 252, 271, 747, 
749-770, 773, 781, 790-792, 798-799, 803-805, 808-809, 817, 823 
Wage Stabilization Board_____________-_- 251, 795 
Wagner, Clarence________--_- saa Ta a 242, 246-247, 766-767, 776, 795, 813 
Wagner, William F 401 
W: alker, Mabelle _ -_--- 194, 197, 202-204, 208, 210. 213, 215, 217-220 
W: ashington National Life Insurance Co- ; 352, 514-515 
Welfare deputies - ___ 415-416, 490-494, 582, 636, 638-639, 670, 709 
Welfare program, ests ablishing and maintaining oe 45 
Wendt, C. W a . suik eo 754-755, 
Wenustrup, Jam = : 
Wesselhoff, Emil 94, 197, 200-201, 203, 206, 212— 
Whittaker, E. 
Wickes, Haines B fal 
3038, 311, 332, 351, 353, 354, 358, 361-363, 368, 375-376, 394-402, 
462-463, 466, 468-469, 511, 515-516, 518, 520, 524, 526-533, 540, 
550, 552, 556, 559, 562, 565, 568, 573, 576, 616, 645, 649, 651-654, 
656-657, 660-664, 666, 678-685, 688-689, 691, 700, 734-740, 742-— 
746. 
Wilcox, T. Robert : ._. 387, 388 
Williams Joseph : = _....--.. 492-493 
Williams, Ted S25 ; rates es 492 
Wilson, William J z _... 279-292, 341 
Winiford, Robert P____---_- 
Withrow, Martin__-__-__- 
Witte, Fdwin E 
Woll, Mz atthew : 
Workmen’s compens: ition 
Yates, Carroll : 
Youngblood, Charles D 
Youngstown Steel Corp 
Zischke, Herman A 
Zwillman, ‘‘Longie’”’ 


x 








